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{. OONGE SUITS, being so useful for many occasions, 
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BLADES, EAST & BLADES, Ltd. 


Established 1821. 


CITY OFFICES : WORKS : 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 
Telephones : Central 0212, 0213, 0214. Telephones : Clerkenwell 3636, 3637, 3638. 


Telegrams : “Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 
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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 
And under a Special Concession, Bankers to The Imperial Government of Persia. 
Capital fully called up - £650,000 Reserve Account - - £570,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS: 
Messrs. GLYN, Mi.ts & Co, THE WESTMINSTER BANK LIMITED, LOMBARD STREET. LLOYDS BANK LIMITED. 
HEAD OFFICE: 
33/36 Kinc WILLIAM STREET, LonpDoN, E.C.4 
CHIEF OFFICE IN PERSIA: 
TEHERAN, 
BRANCHES IN PERSIA: 

Abadan, Ahwaz, Barfrush, Birjand, Bunder Abbas, Burujird, Bushire, Duzdab, Hamadan, Isfahan, Kazvin, 
Kerman, Kermanshah, Masjed-Suleiman, Meshed, Mohammerah, Nasratabad (Seistan), Pehlevi, Resht, 
Shiraz, Sultanabad, Tabriz, Yezd. 

BRANCHES IN IRAQ (Mesopotamia): BRANCH IN INDIA: 

BAGDAD, BASRA, KHANAQIN, KIRKUK. BomBAY. 


"THE BANK transacts Banking Business of every description in 
and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 
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FINANCIAL NEWS 


The pre-eminence of the Financial News has 
been achieved during more than forty years of 


public service. Its consistent policy is to pro- 





mote the interests of all classes of investors, 
and it has built up a great reputation for ac- 
curate information and guidance. Under the 
editorship of the Rt. Hon. Sir E. Hilton Young, 
G.B.E., D.S.O., the Financial News has 
become the channel for authoritative pro- 


nouncements of the world’s foremost financiers. 


: a 


111 Queen Victoria Street, London, E.C.4 


Telephone : Telegrams : 
City 6830 (4 lines). Finews, Cent, London. 





MARTINS 
BANK 


LIMITED. 


Formerly the 
BANK OF LIVERPOOL & MARTINS LTD. 
with which is incorporated the 


LANCASHIRE & YORKSHIRE BANK LTD. 


Head Office : 
7 WATER STREET, LIVERPOOL 


London Office : 
68 LOMBARD STREET, E.C.3 


Capital Subscribed 

Capital Paid sa and 
Reserves . as 

Deposits, etc., at 30th 
June, 1928 


£20,602,272 
7,719,585 


81,058,805 


The Bank has over 560 Offices, and 
Agents in all the principal towns at home 
and abroad. 


All descriptions of Banking, Trustee and 
Foreign Exchange Business Transacted. 





BANCO DO BRASIL 


Head Ofice: Rua 1° de Marco 66, 
Rio de Janeiro 


Capital - - —100.000:000 $000 
Reserves = = = 146.444:514$081 
Paper- Currency 

Redemption Fund 105.435:343$614 


Last Dividend 20% 


Branches in the chief commercial 
cities of Brazil and Agents 
in -smaller towns and abroad. 


All manner of banking transactions under- 
taken. Current accounts opened, with or 
without limit; fixed deposits received ; 
premium bills. Drafts, promissory notes 
and signed accounts discounted. Loans 
effected on approved security; payments 
undertaken at home and abroad. Letters 
of Credit issued on all the principal home 
and foreign cities, etc. 


TRADE INDEMNITY 


COMPANY LIMITED. 
Established 1918. 


(Chairman—C,. E. HEATH, O.B.E.) 


CAPITAL: 


AUTHORISED AND ISSUED 
£250,000 Fully Paid. 


TRADE CREDITS 


The object of the Company is to assist British 
Merchants and Manufacturers to develop 
Home and Overseas Business by the Insurance 
of Credits. 


In order to facilitate the financing of debts the 
Company is prepared to grant protec tion to the 
Bankers against the event of the Policy being 
invalidated through neglect or otherwise on 
the part of the Assured in complying with the 
Conditions of the policy. 


Prospectus and Proposal Forms can 
be obtained on Application to— 


77 CORNHILL, LONDON, €.C.3. 


Underwriter: H. S. SPAIN. 
MANCHESTER OFFICE : Yorkshire House, Cross Street 
All inquiries are treated in the strictest confidence 





Banco Agricola 


Comercial 


SAN SALVADOR, 
CENTRAL AMERICA 


Agencies in the principal cities 
of the Republic 


Banking connections throughout 
Europe and the United States 


Specially organized service for the 
Collection of Foreign Drafts 
and Bills 
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(CAPABLE of any design, harmonising with any 
colour scheme; hard wearing, silent and warm 


underfoot—that is Leyland Rubber Tiling. 


EYLAN 
Pubber fin’ 


Write for Catalogue No. 39. 
THE LEYLAND & BIRMINGHAM RUBBER CO. LTD- 
Head Office & Works - - Leyland, Lancs. 
Branches throughout the World. 
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BANCA NAZIONALE | PERFECTION ix th 


i attribute common to all 

DI CREDITO VENUS pencils—each one 

; r is as good and true to grade 

ie a as the world’s largest manu- 
Reserve— Lire 50,000,000 i 8 Fi 

facturers of quality pencils 


Deposits i. i 
(30th April, 1928) can make it. 


—over Lire 2,250,000,000 


Head Office: MILAN | ENUS 
oe... ae PENCILS 


Turin, Palerme, Trieste, iy | 

Bologna, Florence, Venice. : 17 Madihond Doses tS 

75 Branches in the principal : ms basa a 

industrial and commercial : Copying (Medium &Hard) 
points of Italy. H 34 each-29 perdosen 


EVERY KIND OF BANKING BUSINESS . 
i ITS THE LEAD INSIDE 
: TRANSACTED | | ¢ S SGL 2 
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BOOK - FORM 
HOME SAFES 


For Thrift — Propaganda — Expansion 


A perfect simulation of a richly-bound book, portable, 

beautiful, refined, it appeals alike to children and adults. 

It takes all coins and notes. Furnished in any colour and 
any emLoising. 


Distributed to their deposito-s, clients, and members by 

banks, savings banks, building societies, insurance companies, 

co-operative societies, stores, travel bureaux, statf and 
welfare organizations. 


The master-key is held by the issuing ‘nstitution. 
Originated and produced by the makers of the world- 
renowned Visisle-Money Recording Home Safes of which 
millions are in profitable daily use. Issued by 7,000 thrift 
’ ins .itutions. 

Send for free specimens of the Book Bank, of Single- 


Compartment Home Safes and of the Recording Home Safe, 
adapted for a!l countries. 


Automatic Recording Safe Co., Ltd. 
83 Ridgmount Gardens, London, W.C.1 


Suppliers of Standard Home Safes 
to the World. 





THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNDED 1680 


Capital subscribed Yen 100,000,000 

Capital paidup- - Yen 60,000,000 

Reserve Fund - - Yen 63,500,000 
(June 1928) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Bombay, New 
York. Shanghai, Sourabeya. 


LONDON OFFICE : 
Winchester House, Old Broad Street, 
E.C.2 


Telephone- - - LONDON WALL 3221-2 
” » 4239 


Cable Address ‘“‘ MITSUIGINK, LONDON.” 





- UNIVERSITY OF LONDON - 
COMMERCE DEGREE BUREAU 


THE INSTITUTION RECOGNISED BY THE 
UNIVERSITY for the assistance of EXTERNAL 
STUDENTS studying for the COMMERCE DEGREE 
EXAMINATIONS of the UNIVERSITY OF LONDON 


| and unable to attend regular College Courses. 


For Prospectus and advice apply to Secretary (Mr. 
H. J. Crawford, B.A.), 46 Russell Square, London, W.C.1. 





THE POLISH 
HANDBOOK 


A Guide to the Country 
and Resources of the 
Republic of Poland 


10/6 PosT FREE 


Order from: 
The Editor, The Polish Handbook, 
47a Portland Place, London, 
W.1 
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CLARENCE TRUST LIMITED 
Central House, Finsbury Square, London, E.C.2 


Underwriting and Capital provided for 
sound industrial and other undertakings 








ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) £2,500,000 RESERVE FUND £2,683,226 
DEPOSITS £44,186,574 


OVER 
200 YEARS OF COMMERCIAL BANKING 


Chief Foreign Department : West End (London) Offices 49 CHARING CROSS, S.W.1. 
3 BISHOPSGATE, E.C.2. 64 NEW BOND STREET, W.1. 


Head Office: EDINBURGH 


General Manager, SIR ALEXANDER KEMP WRIGHT, K.B.E., D.L. 





NATIONAL BANK OF EGYPT. 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - £3,000,000. 
RESERVE FUND .- - £2,775,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Registered in Japan.) 








Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - Yen 102,500,000 


Head Office: YOKOHAMA. * 

BRANCHES and AGENCIES at Alexandria, Batavia, Bombay, Buenos Ayres, Canton, Calcutta, Changchun, Dairen 
(Dalny), Fengtien (Muxden), Hamburg, Hankow, Harbin, Hong ‘Kong, Honolulu, Kai Yuan, Karachi, Kobe, 
pone ng Los Angeles, Lyons, Manila, Nagasaki, Nagoya, ‘Newchwang, New York, Osaka, Pekin, Rangoon, 
Rio de Janeiro, Saigon, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sour: abaya, 
Sydney, Tientsin, Tokyo, Tsinantu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers 
and Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits 

Teceived for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, Sonim, E.C.2. 
D. NOHARA, Manager. 





The New 


REMINGTON 


GENERAL UTILITY MACHINE 


FOR BANKS 


Speeds up production, reduces 
cost of operating expenses and 
gives to clients that assurance 
and satisfaction which is 
obtained by accuracy and 
neatness of detailed information. 


Distributed and Serviced by the 


ADDING-LISTING AND BOOK-KEEPING 
MACHINE DIVISION 


of the 


REMINGTON TYPEWRITER CO. LTD., 
100 Gracechurch Street, 
London, E.C.3. 
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INTERNATIONAL ACCEPTANCE BANK 


INCORPORATED 
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PAUL M. WARBURG, Chairman 


F. ABBOT GOODHUE, President 
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LIFE BONUS 1925: 
COMPOUND REVERSIONARY BONUS OF £2% per annum. 


1 KING WILLIAM STREET, E.C. 4. 
Marine Dept. :—157 LEADENHALL STREET, E.C.3. 


ASSETS EXCEED 


£11,000,000 


THIRD CENTURY OF ACTIVE BUSINESS 


BRANCHES AND AGENCIES THROUGHOUT THE WORLD. 
APPLICATIONS FOR AGENCIES INVITED. 
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THE BANKER 


A Banker’s Diary 





September—October 


As a result of strong appreciation in the German exchange, 
purchases of gold on German account in the London 
market were renewed in September, and 
German towards the end of the month large addi- 
Gold Inflow tional quantities were taken from the 
Bank of England. Early in October, with 
a recession in the exchange, the purchases ceased. 
According to current reports it would seem that between 
£4 and 5 millions of gold were withdrawn from the 
Bank of England for shipment to Germany during this 
movement. The consignments, which were undertaken on 
private initiative, assisted in bringing about a substantial 
increase in the Reichsbank’s gold stock, which rose from 
Rmk. 2,336 millions on September 22 to Rmk. 2,487 mil- 
lions on October 6, that is by over £7 millions. During 
the third quarter of the year the Reichsbank’s holding 
increased by about £15 millions, as a result, not only of 
purchases in London, but also of acquisitions from else- 
where, principally Russia. Convertibility of Reichsbank 
notes has not yet been restored. 


OnE of the principal Danish banks, the Copenhagen 
Privatbank, was closed to the public from September 28 
; to October 3 for purposes of financial 
—_ reconstruction necessitated by heavy losses, 
Diffeultes due to association with particular business 
undertakings which had been involved in 

grave difficulties. It appears that the losses were so large 
as to require the writing down of the Bank’s capital from 
kr. 60 to 12 millions, besides the extinction of the reserve 
of kr. 16 millions. Under the scheme of reconstruction 
the Bank received kr. 28 millions of new capital, subscribed 
by the National Bank, the Landmandsbank, and other 
banks and commercial and industrial undertakings. In 
addition, a number of Danish and foreign banks agreed 
to supply a fund of kr. 15 millions, non-callable for a 
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number of years, to furnish a secondary security for the 
Bank’s deposits, which amounted at the time of closing 
to well over kr. 200 millions. The scheme was approved 
by the shareholders on October 13. 


ReporTS from Shanghai, published on October 8, con- 
tained particulars of the foundation by the Nationalist 
Government of a new Central Bank of 
Central Bank China, which it was hoped to open shortly. 
for China The authorized capital is placed at 20 mil- 
lions of local dollars, to be supplied by the 
Government, though this amount may be increased by 
public issues. Control over the capital, and appointment 
of the board of directors, are to be retained by the 
Government. The Bank is to have the right to issue 
notes, to mint and issue coins, and to negotiate domestic 
and foreign loans. In order to finance the monetary 
reform measures, the Government proposes to issue a 
seven-years loan of 30 millions of local dollars. About 
the middle of October it became known that Professor 
E. W. Kemmerer, of Princeton University, had accepted 
an invitation to lead a commission of experts to inquire 
into the monetary and financial situation in China and 
make recommendations for permanent reorganization. 


THE half-yearly report of the Commonwealth Bank of 
Australia, received in London towards the end of 
September, reveals for the first time the 
a effect of the separation of the Savings Bank 
of Australia. Department, under the title Commonwealth 
Savings Bank of Australia, from the general 
business of the Bank (see November 1927 tissue). In 
addition the report contains interesting comments on 
the steps taken or contemplated towards the establish- 
ment of a central reserve banking system in Australia. 
A committee representative of the banks has been formed 
to consider the various questions arising, and some 
progress has already been made. Referring to the Bank’s 
policy of disposing abroad of surplus gold, the report 
expresses the view that ‘‘the holding of gold in excess 
of reasonable requirements is economically unsound.” 
An interesting review is given of recent trading and 
monetary conditions in Australia. 
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At the end of September the associated Australian 
banks in London, including the Commonwealth Bank, 
; announced their willingness to open current 
Australian accounts at their Australian offices on 
———- behalf of banking correspondents. A small 
commission would be charged on the turn- 
over. Hitherto practically all exchange business with 
Australia and New Zealand has been conducted by the 
local banks, but the new development will entail some 
broadening of the exchange market, particularly as 
overseas banks are not permitted to open branches in 
Australia. Another related announcement was to the 
effect that hereafter banking business between Canada 
and Australia would be conducted direct, instead of 
through London, as hitherto. 


TOWARDS the end of September a pamphlet was pub- 
lished setting out the programme of the Labour Party 
,in the field of banking. It urges that 
anges Se SBritain should assist in implementing the 
Suaieeaiee Genoa resolutions, and should amend its 
monetary policy so as to reduce pressure 
on the world’s gold supplies. In domestic matters the 
report advocates the control of the Bank of England by 
a public corporation representative of the Treasury, Board 
of Trade, Industry, Labour, and the Co-operative Move- 
ment; the extension of municipal and co-operative banks ; 
and an inquiry into the best means of securing that 
“the available supply of credit and of savings shall be 
used for enterprises of national advantage as distinct 
from those that are useless or socially injurious.”” The 
policy as laid down in the report was adopted at the Party 
Conference on October 4. 


EARLY in October dividends were announced under the 
failure of Messrs. Boulton Brothers & Co., merchant 
bankers, adjudged bankrupt in October 
Echo of Boul-t924. A first dividend of 0°394d. in the £ 
ton Brothers’ : | . a: «dopey 7: 
Failure 1S being paid in respect of the liabilities of 
the firm. In addition, dividends ranging 
from 0°00685d. to Is. 9°873d. in’ the £ are payable on 
account of the separate estates of the partners. At the 
time of the proceedings the liabilities were placed at over 
£2 millions, against assets valued at over £1,000. 
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Part II of the Agricultural Credits Act (see September 
issue) Came into force on October 1. This part of the Act 
nati ' relates to short-term credit facilities. Ar- 
Agricu'tural -angements are understood to be proceeding 
Credit nee as cae 

for setting up the new institution, provided 
for under Part I of the Act, for the granting of long-term 
loans. 


MEETINGS of the General Court of the Bank of Ireland, 
held on September 21 and October 5, approved of the 
proposal to promote special legislation to 
bare amend the Bank’s charter, which was 
aco granted, in its original form, in 1781. The 
proposal is designed to bring the powers 
of the Bank, as expressed in the charter, more into line 
with modern banking conditions and with the powers 
and privileges of other banks operating in Ireland. 
Among other things, the Bill is understood to contain 
provisions whereby the Bank is empowered to act as 
trustees, and to underwrite issues of stocks and shares. 
In addition, if the Bill is passed as drafted it appears the 
Bank will be enabled to promote subsidiary companies for 
the purpose of carrying on banking or other business. 


THE new capital market is characterized by intense 
activity. According to the Midland Bank’s statistics, 
the total amount of new money raised 

Cosieel during the first nine months of the year was 
Market Ver £269 millions, nearly twice as much as 

in the lowest year, 1924, and only {45 

millions less than in 1920. Of the total, £154 millions was 
for home purposes, £74 millions for various other British 
countries, and £41 millions for foreign countries. The 
home issues in the corresponding part of 1927 amounted 
to £1244 millions. During the month important issues 
included £5 millions of Birmingham Corporation 4% per 
cent. redeemable stock at 97} and about £1} millions of 
Cologne 6 per cent. 25-year sterling bonds at 953. Both 
were over-subscribed. A further block of £1} millions of 
6 per cent. guaranteed sterling mortgage bonds of the 
Bank of the State of San Paulo was readily taken up at 
944. The feature of the market, however, is again the 
almost unprecedented rush of new industrial issues of all 
sizes and kinds. Many of them are being over-subscribed, 
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but in a number of cases underwriters have been left 
with substantial proportions. Besides public issues, many 
offers are being made by existing companies to their 
shareholders. 
Bank Rate ON October 1 the Hungarian National Bank 
Change raised its discount rate from 6 to 7 per cent. 


Mr. Strong 


\ YE shall say little of Mr. Benjamin Strong’s 
qualities as a banker and a leader of men which 
are allowed by all who can judge of either. 

Besides, his works not being transient, cannot justly be 

estimated in our time. He had as high trust as can be 

reposed in one man, and the manner in which he dis- 
charged it was against his health and his interest. We 
speak this of him as a private person. In all other 
offices of life there was never a sterner realist. No one 
felt more or did more to relieve the miseries of war- 


stricken Europe, but no one was more impatient of the 
impotent idealism of the ‘‘bon ton of the humanity of 
this day.”” He looked on the suffering caused by the 
depreciation of European currencies with the eye of a 
surgeon, and his methods often affronted bland philan- 


thropists. He put his trust in systems least liable to 
human interference, believing as he did that meddlers 
in currency problems cause more distress than all the 
contrivances of all the Governments can do to assuage it. 
He joined to the highest principles of integrity and 
generosity the ruthless, practical qualities of the old 
school of bankers. For a wise man he seemed too 
impatient of opposition, too combative, but if these 
defects impeded the march of his policy they never 
hurried him into unwise measures. If imperiousness was 
an inherent characteristic, so was a true taste of good 
humour and good sense. 

He served Europe much better than most of those 
who owe both their birth and fortune to it, yet his 
country had no more loyal subject. A faithful asserter 
of American rights and a strict observer of her policy of 
political isolation, he understood the truth that the 
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prosperity of Europe will guard and increase the 
prosperity of America. 

It is remarkable that for twelve years past—years 
full of toil and achievement—he struggled with a mortal 
illness and was kept alive, almost against nature, by the 
strength of his devotion to the work he set himself to do. 
He saved a multitude from misery. Himself he would 
not save. 

In drawing the character of Mr. Benjamin Strong, we 
have rather lowered than heightened the colouring. But 
this humble testimony, such as it is, is due to the memory 
of one of the greatest of bankers and one of the best 
friends England ever had. 


The Labour Party’s Programme for 


Banking and Currency Policy 
By W. W. Paine 


(Director of Lloyds Bank) 


HE Labour Party seems obsessed by the idea that 
it can put the country right by “gerrymandering ”’ 
with our systems of trade and finance, which have 

been evolved, not from any cut-and-dried theories, but 
from centuries of practical experience. 

First came the Nationalization of Industry, then the 
Capital Levy, next the Surtax on “ unearned ”’ income, 
and now we have their latest plans for the control of the 
Bank of England and our credit system. 

There is practical unanimity amongst all those who 
are qualified to express an opinion that the central bank 
of any country should be independent of the State and of 
political control. It was a cardinal principle of the Dawes 
Plan that the Reichsbank should be absolutely indepen- 
dent of Government control, and resolutions to the same 
effect were passed unanimously by the representatives 
of many nations at the Brussels and Genoa Conferences. 
The principle has been accepted by Mr. Snowden and 
even by Mr. Ramsay MacDonald. With such support 
it may be treated as axiomatic. 
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Our first business then is to inquire whether and how 
far the programme of the Labour Party, adopted at the 
Birmingham Conference, accords or conflicts with this 
mena 

‘The control of the Bank of England by a public corporation 
containing representatives of such essential factors in the community 


as the Treasury, Board of Trade, Industry, Labour and the Co-operative 
Movement.” 


In introducing this programme at the Birmingham 
Conference Mr. Snowden made a speech 1 in which he gave 
it his general approval, but said that “ the time was not yet 
ripe for the nationalization of the commercial banks of the 
country.”’ That speech was evidently a disappointment 
to many of his hearers. Mr. Dalton, himself part author 
of the programme, said that it meant “ the capture of the 
citadel of finance,’ and added, with a curious mixture of 
metaphors, which may, however, be due to a condensed 
report of his speech, that “if the joint stock banks would 
not play, another eleven would be placed in the field.”’ 

Another member suggested that Mr. Snowden’s speech 
would be treated as a repudiation of the policy of nation- 
alizing the banks, and eventually Mr. Pethick Lawrence 
was put up to soothe the ruffled feelings of the Conference 
by the statement that he was authorized by Mr. Snowden 
to say that he interpreted the proposals as amounting 
to the “ nationalization ” of the Bank of England. 

We are therefore left in the dilemma that the Bank 
of England is to be “ nationalized ’’ under this plan, but 
is at the same time to be kept independent of the State 
and free from political control. 

I cannot offer even a plausible solution of that dilemma, 
but I can make a pretty shrewd forecast as to which horn 
of it will ultimately prevail if the Labour Party comes into 
power, and as to what the real objects of the proposal are. 

In this connection one cannot forget an extraordinary 
pamphlet which, if I remember rightly, , also emanated from 
Birmingham, under the pen of Mr. (now Sir Oswald) Mosley, 
entitled ‘‘ Revolution by Reasor,’’ which was commented 
upon in the pagesof this magazine (February 1926). In that 
effusion Sir Oswald Mosley, who is generally understood 
to have had a hand in the preparation of the present 
programme, made perfectly clear what those objects were. 

They comprised the control of the banking system 
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in order to establish ‘‘ consumers’ credits ’’—credits, that 
is, which were to be granted, not to producers, but to 
consumers, in order to promote consumption and so bring 
about the millennium of trade. 

It may be that not all the members of his party are 
prepared to give allegiance to Sir Oswald Mosley’s crude 
theories in this regard, but I do not think that anyone 
can doubt that the present programme is designed by its 
authors as a first step, at all events, towards obtaining 
the control of credit in order that it may be used for the 
social purposes which the Labour Party has in view. 
How far that could be distinguished from “ political ”’ 
control, with a Labour Government in power, I must 
leave my readers to determine for themselves. 

But I venture to doubt whether even the control of 
the Bank of England by the political party for the time 
being in power will give the Socialists all that they desire 
or may find necessary for the attainment of their ends. 
The joint stock banks, as at present constituted, may— 
indeed they surely will—refuse, in Mr. Dalton’s words, 
to “play the game” which they know must result 
disastrously to the trade and commerce of the country, 
and in consequence the Socialists will be driven to “ put 
a new eleven into the field,’ which of course, can only 
be done by obtaining the control of those banks. 

A new situation will then arise. The depositors, who 
for the most part, at all events, are not Socialists, will take 
fright at the new principles of banking and will withdraw 
their deposits from the banks so controlled. Apart from 
other methods, they have the means of doing this ready 
to hand in the numerous banks, American, Colonial and 
Continental, which are at present carrying on business 
in this country. 

It is beyond the power of any Government, at all 
events without serious international complications, to 
nationalize or control banks which, though carrying on 
business in England, are incorporated in other countries, 
and, in order to accomplish their object, the Socialists 
will have to do one of two things. They will either have 
to render it illegal for foreign banks to accept deposits 
in this country, or they will have to make it compulsory 
for British subjects to place their deposits with the 

nationalized or controlled banks. 
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Legislation of that kind is merely an example of the 
methods which must inevitably follow not only the 
nationalization of banks but also the nationalization of 
industry generally. We shall be dominated by a 
bureaucracy which, for its own protection, will have to 
make rules and regulations affecting our lives at every 
point, which must completely destroy not only individual 
freedom but the freedom of trade and commerce. 

But let us now return to the immediate proposals 
for the control of the Bank of England. 

The scheme put forward is, perhaps purposely, 
framed in such nebulous form that it is difficult to 
criticize it in detail. 

It is not suggested that the stockholders who at 
present own the Bank of England should be bought out, 
but we are told that the governing body of the bank should 
be made “‘ responsible to the community,” and not merely 
to individuals, and that, for this purpose, it should include 
representatives of the Treasury, Board of Trade, Industry, 
Labour, and the Co-operative Movement. 

We have then the anomalous position that the stock- 
holders’ property will be controlled, not by their own 
representatives, but by those of two Government depart- 
ments and of such undefined bodies as “ Industry ” 
“Labour ”’ and the “ Co-operative Movement,’ who are 
to be responsible, not to the stockholders but to the 
“ community.” 

This is just one of those loose general phrases, so 
typical of the Socialist mind, which “ darken counsel by 
words without knowledge.”’ 

It is of the essence of any system of representation 
that the responsibility of the representatives to their 
constituents should be clearly established and defined. 
Now, as regards the two Government departments, that 
responsibility will clearly be owed to the Government of 
the day. But to whom is it to be owed in the case of 
such indefinite bodies as “Industry,” “Labour,” or even 
the “Co-operative Movement” ? What sort of machinery 
is to be set up for the establishment of the constituencies 
to whom the representatives are to be responsible ? 
“Industry ’ and “ Labour”’ are wide terms which embrace 
perhaps nine-tenths of the nation, and it would seem 
practically impossible to devise any means by which the 
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control, which they are to exercise, would materially 
differ from the political control which, under our 
system of representation, the nation exercises over its 
parliamentary representatives, who, in turn, for most 
practical purposes, are represented by the Government 
of the day. 

So here again we shall find that the scheme of control, 
which is accepted by the Labour leaders as “nationali- 
zation,” will in practice amount to that political control 
by the Government of the day which they themselves 
say must be avoided, but which it cannot be doubted 
that the great majority of their supporters are seeking 
to obtain. 

We are forced then to the conclusion that the scheme 
put forward does really amount to the “nationalization” 
of the central bank, and will entail all those dangers 
which a straightforward avowal of the principle of 
nationalization would involve. 

It is not my purpose here to deal with the rest of the 
Labour Party’s banking and financial programme, but 
there is one point of it with which, in theory at all events, 
I feel some sympathy. 

The programme seeks “‘such changes in the banking 
and financial system as will secure that the available 
supply of credit and savings shall be used for enterprises 
of national advantage as distinct from those which are 
useless or socially injurious.”’ 

Now, that is in itself a laudable object, though one 
which is very difficult of attainment without the risk of 
serious interference with legitimate enterprise, which 
must at all costs be avoided. 

We do undoubtedly see a great waste of national 
resources which we can ill afford in our present position, 
in the promotion of such undesirable ventures as grey- 
hound racing associations and similar enterprises which 
are a hindrance rather than a help to the creation of 
national wealth. 

But the very worst way of dealing with this question 
would be the establishment of a Government bureau to 
control the manner in which people should invest their 
money, or to say what enterprises are, or are not, of 
national utility. It is not, and never will be, possible, 
by any Companies Act or by legislation of any kind, to 

L2 
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prevent the fool from wasting his money, whether in 
foolish investments or otherwise, and it is most undesirable 
to carry restrictions designed to that end to a point 
which will put any undue check upon enterprise or even 
upon speculation, using that word in its better sense, 
for many of our established industries were in their 
inception highly speculative ventures. 

But, while I fully realize the difficulties and objections 
that may be raised, I have felt that other means might 
be found of removing some of the attractions by which 
unscrupulous promoters inveigle the more ignorant 
sections of the community into investments which are 
neither for their own nor for the Nation’s good. 

I believe that a good deal might be done in this 
direction by closer co-operation between the Banks and 
the Stock Exchange Committee. 

It would at least remove some of the apparent lure 
of many of these issues if the banks could be induced to 
refuse to associate their names with them, and if they 
were also refused a quotation or “liberty to deal”’ on the 
Stock Exchange. A committee, consisting of repre- 
sentatives of the banks and the Stock Exchange, and 
possibly of the issuing houses, would be entirely free from 
“‘red tape,’’ and would be eminently qualified to deter- 
mine whether a proposed issue was one to which any bank 
should lend its name as bankers, or to which the Stock 
Exchange should grant a quotation or liberty to deal. 

The banks would, of course, have to agree to be bound 
by the decisions of the committee, and this would render 
impossible what has happened not infrequently in the 
past, viz., that a bank has, in what it has conceived to 
be the public interest, refused to allow its name to be 
associated with an issue, only to find that one of its 
competitors takes a different view and is perfectly ready 
to take its place. Such is the stress of competition ! 

In any case such a body would be infinitely superior 
to any bureau established by Government, and would 
avoid any necessity or call for any “‘such change in the 
banking and financial system” as the Labour Party’s pro- 
gramme foreshadows in order to secure the desired result. 

Promoters would still be able to make such issues if 
they could obtain the necessary measure of public support, 
but the absence of the name of any bank on the 
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prospectus, and of any facilities for dealing in the 
issue on the Stock Exchanges, would surely be a 
conspicuous warning to the public that they had better 
leave them alone. 

The chief difficulty that I see in this proposal is the 
practical one of obtaining the service on such a committee 
of men with the necessary qualifications who would have 
the time to devote to it; but there are difficulties in every 
new proposal, and perhaps this one is not insuperable. 

In any case, I am so convinced of the importance of 
putting an end to the waste of our national resources by 
the many “wild cat” schemes with which we are now 
familiar, that I think the suggestion worth making. 
Perhaps others may be able to find a_ preferable 


alternative. 


Reparations and Inter-Allied Debts 
By Joseph Caillaux 


(Sénateur, Ancien Président du Conseil) 


HE times through which we are now passing are 
bringing more and more satisfaction to those who 
in the chaos of world finance and the tangle of war 

debts never ceased to believe that the rules of sound 
finance and political economy would finally prevail. At 
the moment of writing there is a_ possibility that 
M. Poincaré may be compelled soon to require from Parlia- 
ment the ratification of the debt agreements. The visits 
of Mr. Winston Churchill and of Mr. Gilbert Parker are 
unanimously interpreted as the opening of a new phase 
in the ever-outstanding problem of debts and reparations. 

Without doubt a great international effort is about 
to be made in order to grapple more closely with financial 
and economic realities. The task will not be easy; the 
opposition of interests and the divergence of points of 
view remain. No sooner had the French Prime Minister 
attempted in a recent speech to link up a new inquiry 
into reparations with a revision of war debts, than 
President Coolidge replied that the total of the French 
debt was settled and that America could not admit the 
slightest connection between the payment of reparations 
and the settlement of inter-allied debts. 
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One of the most valuable privileges of the politician 
in the periods when he is free from the responsibilities of 
office, is the possibility of examining things in themselves 
and of seeking the truth without excessive preoccupation 
with the illusions of public opinion on either side of the 
frontier and the ocean. I shall try to profit by this 
enviable freedom. I earnestly desire that France, after 
paying her debts, may be able to obtain from the German 
payments something to cover in part the destruction 
which the war has worked on its territory, but I have 
said before how greatly I feared that the opportunity 
of assuring this advantage for ourselves may have been 
definitely lost. Nevertheless, I am firmly convinced that 
it is a dangerous mistake for America to attempt to fix 
a watertight compartment between the debts of Germany 
and the inter-allied debts. Both are the financial conse- 
quences of the war. The world will never recover its 
equilibrium except by a general settlement of the 
financial obligations arising out of the catastrophe. 

Let us outline the situation with a few figures. At the 
time of the organization of the Dawes plan America had 
a nominal claim in Europe of 11} milliards of dollars. 

The essence of the Dawes plan, in spite of the fact that 
it was not officially admitted, consisted in bringing down 
the German debt, fixed theoretically at 132 milliard gold 
marks, say, 33 milliard dollars, to a sum not exceeding 
40 milliard gold marks, i.e. 10 milliard dollars. The 
agreements made by the U.S.A. with its debtors have 
fixed the actual value of the American claim on Europe 
at 53 milliard dollars. 

If the matter is left thus, once America is paid 
only 44 milliard dollars will be left for the European 
countries devastated by the war, which does not represent 
half of the material wealth destroyed. The balance sheet 
of the war will be finally translated for Europe by 
tribute to America equivalent to the destruction of two 
years of war and rendered still more onerous by the fact 
that, the effort required from Germany having chiefly 
benefited America and not havi ing covered reparations, 
Europe’s capacity to pay would remain diminished for a 
long period. 

Finally, is it not abnormal that the creditors of 
Germany should alone have to meet the problem with her 
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when more than a half of the sums which will pass through 
their hands is destined to cross the Atlantic ? Not only 
is the problem of transfers complicated, but the consolida- 
tion of peace in Europe is retarded and at times com- 
promised. The obligation to pay America in gold does 
not permit to the necessary extent the only reasonable 
method of payment from people to people—deliv eries in 
kind. 

If, as is probable, the Dawes plan is revised, that is to 
say, if the German payments are again reduced, America 
in its own interest will have to face the problem of debts. 
Its own claim represents 55 per cent. of the present Dawes 
plan. It will represent 60 or 65 per cent. or more of the 
revised Dawes plan. However careful Washington may 
be to claim nothing from Germany and to require every- 
thing from its former allies, the interest which the latter 
will take in the fulfilment of German obligations will 
weaken in proportion as their own advantages are re- 
duced. Let us push this reasoning to the extreme limit 
for the sake of better understanding. What will happen 
at the time when the payments exacted by America 
equal the total of German payments; at the time when 
the Republic overseas appears as the creditor of an 
impoverished Europe united by the solidarity of misery 
before its financial overlord ? 

Nations, like men, never agree better than against 
someone else, and a general clearing of debts might 
happen without America and against her. 

If, on the other hand, accepting the facts and the 
necessities, and yielding like Europe to the laws of 
economic solidarity, the United States lends itself to the 
liquidation of the past, if it puts the resources of its 
credit to the service of a great clearing operation which 
will leave only an irreducible minimum out of all financial 
obligations, it will not only have reinforced the world 
peace, but it will not fail to find material recompense in 
the increase of its trade with Europe. When in 1815, bya 
stroke of European high policy, Great Britain imposed 
on herself the sacrifice of freeing the debts of the allies 
which she had united against Napoleon, she was preparing, 
doubtless without premeditation, the development of 
British commerce, which sealed Britain’s greatness 
during the nineteenth century. 
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Banking Histories: 
Lloyds Bank 
By R. H. Mottram 


T has already been said that one of the many peculiarities 
| of English banking is the fact that so much of it has 

come to London from the provinces. We have seen 
that the basis of Barclays was in certain old county 
businesses, that the National Provincial and Westminster 
set out to be what their names imply, that the Midland 
was a Birmingham bank; and now we turn to Lloyds we 
find that this institution has actually had for its early 
name Birmingham Old Bank. 

Of all the banks under review, Lloyds shows the 
largest and most typical growth. To say that one of the 
enormous agglomerations that now rule the finance of the 
globe is larger than another is to invite qualification. 
Nevertheless, if the matter be looked at from all sides, 
amount of capital, extent of development, age and 
influence, Lloyds certainly does seem to be the largest 
organization in the greatest number of different directions. 
Its embryo institution in Birmingham is not quite so 
early as some of the roots from which Barclays has 
grown, but on the other hand Lloyds was easily the first 
in the inception of the amalgamation principle, in the 
transfer of the Head Office to London, and in the esta- 
blishment of definitely English, as distinct from cosmo- 
politan, banking offices abroad. Again, Lloyds stands 
midway between the old private banking dependent on 
personality and the new finance dependent on adaptability 
of organization. Essentially private in origin and for 
many years apparently preferring to ally with itself the 
typical private country banks, rather than to set up new 
offices, it has achieved a very economical and complete 
absorption of its widely-dispersed component parts, and 
has dispensed with local control save for four district 
committees, local ones for Liverpool and for West York- 
shire; also one for Far Eastern affairs and one for its 
largest acquisition, the Capital and Counties business. 
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Of its very early days, not much information is 
available, but that little confirms all that we know of 
eighteenth- and early nineteenth-century English banking. 
The Lloyds were Friends, lived ina plain-fronted dwelling- 
house in Birmingham, were trusted by their religious and 
business associates and they prospered. The earlier 
members of the family took that intense interest in the 
public, or rather national, aspects of their calling, and 
corresponded with their co-religionists on that perennial 
subject, the incapacity of the Government of the day, 
apparently with effect. They were intermarried with 
all that momentous Third Estate of England, the Barclays, 
Hanburys and Hoares. This cannot have failed to exer- 
cise an influence on the events which began to move in 
1865, nearly a generation before a similar movement 
affected the compeers of Lloyds. From the date at which 
Lloyds Birmingham Old Bank and Moilliet and Sons 
coalesced, hardly a year has passed without considerably 
adding to the mass which we now know as L loyds Bank. 
The detailed list of amalgamation and absorption is as 
follows : 

In 1865, Lloyds & Co., Birmingham Old Bank (established 1765). 
os Moilliet & Sons, Birmingham. 
P. & H. Williams, Wednesbury Old Bank. 

1866, Stevenson, Salt & Co., Stafford Old Bank (established 1737). 

; Warwick and Leamington Banking Company. 

1868, A. Butlin & Son, Rugby Old Bank (established 1791). 

1872, R. & W. F. Fryer, Wolverhampton Old Bank. 

1874, Shropshire Banking Company. 

1879, Coventry and Warwickshire Banking Company. 

1880, Beck & Company, Shrewsbury and Welshpool Old Bank. 

1884, Barnetts, Hoares & Co., London (established about 1677). 

Bosanquet, Salt & Company, London (established 1796). 

1888, Pritchard, Gordon & Company, Broseley and Bridgnorth. 

1889, Birmingham Joint Stock Bank Limited. 

Worcester City and County Banking Company, Limited. 

1890, Wilkins & Co., Old Bank, Brecon, Cardiff, etc. (estab. 1778). 

Beechings & Company, Tunbridge Wells, Hastings, etc. 

1891, Praeds & Company, London (established 1802). 

Cobb & Company, Margate, etc. (established 1785). 
Hart, Fellows & Company, Nottingham (established 1808). 

1892, R. Twining & Company, London (established 1824). 

Bristol and West of England Bank Limited. 
1893, Curteis, Pomfret & Company, Rye (established 1790). 
Herries, Farquhar & Company, London (established 1770). 
1894, Bromage & Co., Old Bank, Monmouth (established 1819). 
1895, Paget & Company, Leicester Bank (established 1825). 
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In 1897, County of Gloucester Bank Limited. 
Williams & Company, Chester, etc. (established 1792). 
In 1898, Jenner & Company, Sandgate ‘and Shorncliffe Bank. 
1899, Burton Union Bank Limited. 
Stephens, Blandy & Co., Reading, etc. (established 1790). 
1900, Vivian, Kitson & Co., Torquay Bank (established 1832). 
Liverpool Union Bank Limited. 
Cunliffes, Brooks & Co., Manchester, etc. (established 1792). 
Brooks & Company, London. 
William Williams Brown & Co., Leeds (established 1813). 
Brown, Janson & Company, London (established 1813). 
1902, Bucks and Oxon Union Bank Limited. 
Pomfret, Burra & Co., Ashford Bank (established 1791). 
1903, Hodgkin, Barnett & Co., Newcastle- -upon- Tyne, etc. 
2 Grant and Maddison’s Union Banking Company Limited. 
1905, Hedges, Wells & Co., Wallingford Bank (established 1797). 
1906, Devon and Cornwall Banking Company Limited. 
1908, Lambton & Co., Newcastle-upon-Tyne, etc. (established 1788). 
1909, David Jones & Co., Llandovery, etc. (established 1800). 
1g1I, Hill & Sons, West Smithfield, E.C., etc. (established 1825). 
1912, Peacock, Willson & Co., Sleaford, etc. (established 1792). 
1914, Wilts & Dorset Banking c ompany Limited (established 1835). 
1918, Capital & Counties Bank, Limited (established 1834). 
1919, West Yorkshire Bank Limited (established 1829). 
1921, Fox, Fowler & Co., Wellington (Som.), etc. (established 1787). 
1923, Cox & Company, London, etc. (established 1758). 
Henry S. King & Company, London, etc. (established 1816) 


From this list it will be seen how essentially midland 
the business was for the first twenty years of expansion, 
coinciding with the growing importance of the industrial 
counties of the district, but local in outlook. How 
portentous is the move of 1884, first confession of that 
fact now becoming daily more obvious to us, that finance 
is more adaptable than industry, is independent of the 
fixed site and local conditions, can move round the world 
as the latter can never do. About this time came the 
decisive step that made Lloyds a great English bank 
instead of merely a solid midland business, and it is 
greatly to the credit of the management of those days 
that they so early saw that the bank would inevitably 
be called ‘‘ Lloyds ” and “‘ made it so ”’ instead of leaving 
the public to struggle for years with a title of botanic 
length and sonority. It was in 1890 that, doubtless under 
the new influence of wide scope and broader ideas, the 
amalgamations overflowed into Wales and Kent. This 
satisfied the ambition or possibly filled the hands of the 
then directorate, and for some years they looked no farther 
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afield, but in 1897 and 1g00 it is noticeable that their 
operations had extended as far as Chester and Torquay, 
and had been doubled in London itself. In 1go0o, too, they 
entered Leeds, Liverpool and Manchester, but the turning 
point of the amalgamation policy lies rather with the 
entry into the Tyne Valley in 1903. In 1908 they 
acquired another Newcastle bank (Lambton’s), but, apart 
from this, a map of their distribution in England, pub- 
lished as late as 1914, shows strikingly how they had 
avoided the Barclay territory. All such niceties dis- 
appeared in the post-war atmosphere. The taking over 
of the Capital and Counties (itself simply a series of 
amalgamations) made Lloyds an all-England bank. 

The process, as we now know, could not stop there. 
Pioneers in many things, Lloyds had been the first essen- 
tially big English bank to go abroad. In 1911 they had 
taken over a small English bank in Paris, Armstrong’s, 
and this rapidly grew into Lloyds Bank (France), Ltd., 
and National Provincial Bank (France), Ltd., a title 
assumed in 1917. More dramatic, however, was the 
taking over of Cox & Co., who handled so much Army pay, 
and who had just been joined by Henry S. King & Co., 
the India agents. This made Lloyds the first English 
bank to go clean out of Europe. It is even doubtful if 
English is the correct term to apply to modern Lloyds. 
It has preponderating association (doubtless in this 
instance imperatively substituted for the unwieldy amal- 
gamation) with the National Bank of Scotland, the Bank 
of London and South America (the old River Plate Bank), 
and further with the National Bank of New Zealand and 
the Bank of British West Africa. It has, of course, the 
usual agency arrangements nowadays so numerous that 
any omission would be far more remarkable than a list 
of ubiquity. 

This, then, is the Greatest Common Measure of English 
banking. In Lloyds we have everything, antiquity and 
comprehensiveness, the Quaker name, the world-wide 
dispersal, the stupifying figures of the balance sheet, that 
get farther and farther from reality every, year, and the 
very real, necessary and ever-present fact of a great 
credit institution that can provide facilities never before 
dreamed of in the world, and without which twentieth- 
century civilization could not outlast a week. Lloyds 
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are rebuilding their head office in Lombard Street; this 
marks the final stage in extensive development. There 
are no new banking worlds to conquer. Further evolution 
must be intensive. We may be sure that in this, as in all 
else, wherever it may lead, Lloyds will be well ahead. 


Death of Mr. Benjamin Strong 


R. BENJAMIN STRONG, governor of the Federal 
M Reserve Bank of New York, died in the New York 

Hospital on the morning of October 16. A few 
days previously he had undergone an operation for 
diverticulitis. 

Mr. Strong was born at Fishkill-on-Hudson on 
December 22, 1872. At the age of nineteen he entered 
the service of Messrs. Cuyler, Morgan & Co., and was 
successively secretary of the Atlantic Trust Company 
and the Metropolitan Trust Company. On January 
1914, he succeeded his father-in-law, Mr. E. C. Converse, 
as president of the Bankers Trust Company, which office 
he held until his election to the governorship of the 
Federal Reserve Bank of New York in October 1914. 
An estimate of his work in that office is given in the 
following messages to his son. The President of the 
United States wrote : 

“T have just learned with deep regret of the passing 
of your father, Benjamin Strong. As governor of the 
Federal Reserve Bank of New York he discharged with 
marked efficiency the duties of a most responsible office, 
and his name is honoured both here and abroad as a wise 
counsellor and an able executive.” 

Mr. Secretary Mellon wrote : 

““T am deeply distressed to learn of the death of your 
father. For many years we have been closely associated 
in the work of the Federal Reserve system. I valued his 
friendship and had the greatest regard, not only for 
his ability and the extent of his information, but for 
his sound udgment and his understanding of world 


conditions. 
“The confidence and friendship with which he was 
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regarded abroad, especially among the heads of the great 
central banks with whom he kept in close and friendly 
contact, have done much to solve the financial problems 
that have arisen since the war, and have helped to pave 
the way for the better international conditions which 
now prevail. 

“The influence of a man like Governor Strong is 
far-reaching and his loss will be greatly felt. My 
sympathy goes to you and to the other members of his 
family.”’ 

The Federal Reserve Board issued the following 
message : 

“The report of the death of Governor Benjamin 
Strong of the Federal Reserve Bank of New York was 
a surprise and a severe shock to the members of the 
Federal Reserve Board. He was the outstanding per- 
sonality of the Federal Reserve system, a man of great 
force of character, of highest ideals, unsparing of himself 
in his devotion to duty. 

“For several years he has been handicapped by 
recurring illness, but could rarely be persuaded to 
escape completely even for a season from the responsi- 
bilities of his position, and he was rarely so far away that 
he could not be reached for consultation. He played a 
large part in the original working out of the organization 
and functioning of the Federal Reserve Banks, and was 
the leader in all conferences of the Federal Reserve 
Banks with the Federal Reserve Board so long as his 
health permitted. His advice and co-operation were 
eagerly sought by the central bankers of Europe on the 
recent reconstruction of monetary systems from the 
demoralization caused by the war. 

“The members of the Federal Reserve Board are 
profoundly grieved at his loss.”’ 

Messages of sympathy were received from the Prime 
Ministers of Great Britain and France, the Governments 
of Germany, Japan, Poland, and Czechoslovakia. 

A memorial service was held at the Brick Presbyterian 
Church, Fifth Avenue, on October 18. The Federal 
Reserve Board was represented by the governor and the 
vice-governor. Mr. Gates W. McGarrah, chairman of the 
Board and acting-governor, and Mr. Owen W. Young 
(deputy-chairman) represented the Federal Reserve Bank 
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of New York, and many other directors and more than 
three hundred members of the staff were also present. 
Mr. Frank Tiarks represented the Bank of England, 
and M. Rosseau represented the Bank of France. The 
congregation also included : 


Mr. Samuel W. Reyburn, president of Lord and Taylor ; Mr. Charles H. 
Sabin, chairman of the board, Guaranty Trust Company ; Mr. Theodore Whitmarsh, 
Mr. Charles E. Mitchell, president, and Mr. George E. Roberts, vice-president, 
National City Bank ; Mr. John D. Ryan, chairman, and Mr. Cornelius F. Kelly, 
president, Anaconda Copper Mining Company ; Mr. J. H. Case, Mr. George L. 
Harrison, Mr. E. R. Kenzel and Mr. L. R. Rounds, deputy-governors of the 
Federal Reserve Bank of New York ; Mr. Elliott MacDougal, a director of the 
Buffalo branch of the bank ; Mr. Charles H. Hamlin, member of the Federal Reserve 
Board ; Mr. George F. Baker, jr., chairman, and Mr. Jackson Reynolds, president, 
First National Bank of New York; Mr. J. S. Alexander, chairman Bank of 
Commerce ; Mr. Albert A. Tilney, president Bankers Trust Company ; Mr. E. C 
Wagner, president Discount Corporation; Mr. R. A. Gilds, vice-president 
Bankers Trust Company ; Mr. G. W. Morris, governor Federal Reserve Bank of 
Philadelphia ; Mr. E. R. Fancher, governor Federal Reserve Bank of Cleveland ; 
Mr. G. M. McDougal, Federal Reserve Bank of Chicago, and Mr. John Perrin, 
former chairman Federal Reserve Bank of San Francisco; Mr. Thomas Lamont, 
Mr. Howard Whitney, and Mr. Frank B. Bartow, of J. P. Morgan & Co. ; Mr. 
William Woodward, president Hanover National Bank ; Mr. Thomas W. Stevens, 
president Bank of Montclair, N.J.; Mr. Owen E. Treman, director of the Federal 
Reserve Board ; Mr. Clarence W. Wooley, chairman American Radiator Company ; 
Mr. Seward Prosser, chairman Bankers Trust Company ; Mr. William H. Woodin, 
director of the Federal Reserve Board and chairman of the American Car and 
Foundry Company ; Mr. William B. Geery, governor of the Federal Reserve Bank 
of Minneapolis, and Mr. Charles A. Stone, of Stone and Webster. 


Central Bank of China 


The newly-established Central Bank of China opened 
on November I on the premises formerly occupied by the 
Shanghai offices of the Russo-Asiatic Bank. The presi- 
dent of the Nationalist Government, Chiang Kai-shek, 
and many prominent officials were present at the opening 
ceremony. Mr. T. V. Soong, Finance Minister of the 
Nationalist Government, was appointed first Governor 
of the bank. In his opening speech he said that the 
Central Bank was not a commercial enterprise, but the 
highest monetary authority in China directly under the 
supervision of the Nationalist Government. Its task was 
to serve the economic interests of the Chinese nation. 
Its principal missions were the standardization of the 
national currency, the creation of a national treasury, 
and the stabilization of the money market. In connec- 
tion with the stabilization, foreign support would be 
welcomed. 
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Mr. McKenna’s Best Seller’ 


ULY protected by a dust cover, with an admirable 
DD portrait of the author on the front, a blessing by 

Mr. J. M. Keynes on the back, and with a somewhat 
patronizing assurance by the publisher that each speech 
here reprinted is a “ profound essay on its subject, far 
transcending in interest its original purpose and con- 
stituting a clear exposition for the layman no less than 
for the student,’’ Mr. McKenna here gathers together in 
a single volume the addresses he has given in recent 
years; all those included in this collection having been, 
with one exception, in the first instance directed to the 
shareholders of the great bank of which he is chairman. 
This republication (in unaltered form) is an important 
event. For Mr McKenna shares with Sir Josiah Stamp 
and Mr. Keynes the enviable position of interpreter of 
economic thought to the people of this country. They 
are the best sellers of the economic world; and what they 
say gains an additional interest from the vastness of the 
audience reached by their thought, in however mis- 
shapen a form that thought at times reaches them. This 
book is thus assured of a very wide circulation, to which 
the eminence of the author, the clearness of his style, the 
greatness of his themes, and the difficulties of the times 
will all contribute. Kemoved from the immediate con- 
text of events, Mr. McKenna’s doctrines now stand out 
as a whole, and in this collected form lend themselves 
to more systematic investigation than they have hitherto 
received. 

There is always a danger, when general principles are 
applied to the criticism of a given policy, that the prin- 
ciples will be accepted because, in the light of them, the 
policy can be shown to be wrong, whereas, of course, 
the policy may be wrong even though the theoretical 
framework employed may itself be erroneous. The main 
object of Mr. McKenna’s speeches lias been to criticize 
practical policy; and the unpopularity of the policy 
attacked has prevented overmuch attention being devoted 


* “ Post-War Banking Policy.’’ By the Rt. Hon. Reginald McKenna, P.C. 
London: Heinemann. 149 pp. 7s. 6d. net. 
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to the nature of Mr. McKenna’s “first principles.’””’ And 
yet these are very important, whether correct or in- 
correct. Looked at from this point of view, a preliminary 
difficulty stands in the way. Mr. McKenna’s style is 
sometimes clearer than his thought, and it will be found 
on investigation that in his attack upon the policy of 
deflation he employs two sets of first principles, one 
inconsistent with the other. Both may be wrong, but 
one of them must be wrong if the other is right. The first 
is the doctrine of stable prices; the other is the doctrine 
which, following Mr. D. H. Robertson, one can con- 
veniently call the Theory of Productive Credit. Both are 
entitled to respectful consideration, but both cannot 
possibly be true. In 1922, for instance, when discussing 
the problem of unemployment, Mr. McKenna was a 
‘stabilizer’ and told his audience that “‘ What is needed is 
stability . . . when we have stability of prices we have a 
basis upon which trade can be carried on with confidence. 
Manufacturers, merchants, and retailers are then able 
to make their contracts with reasonable assurance that 
the debts created under the contracts will be paid when 
due in a currency of the same purchasing value as it had 
when the obligations were assumed”’ (p. 38). In 1925, 
on the contrary, when discussing commodity prices and 
the gold standard, Mr. McKenna told his audience that : 
“The price-level is not of itself a sufficient indication [of 
what the Central Bank ought to do], as rising prices may 
be due not to an over-abundance of money, but to an 
under-supply of goods available for purchase, conse- 
quent, for instance, upon a temporary shortage in the 
world supply of food and raw materials. In such a case 
a restriction of credit would tend to keep prices down, but 
it would be at the expense of trade and would lead 
to increased unemployment” (p. 96). But though Mr. 
McKenna has at times employed the theory of price 
stabilization, it 7s true that the general trend of his 
thought carries him away from price stabilization into 
the direction of the theory of productive credit. What 
that theory is can be best seen from Mr. McKenna’s own 
words: ‘‘When national output is below «productive 
capacity, the policy should be to let money out; when 
production is at a maximum, the outflow of money should 
be checked and, if inflationary symptoms have appeared, 
M 
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money should be withdrawn” (p. 82). The justification 
for such a policy is that “when trade is active, loans 
increase in amount, but so likewise does production, and 
in a healthy condition of affairs the volume of credit 
and the volume of goods expand together, but not to an 
extent greater than is necessary to satisfy the require- 
ments of the consumer” (p. 26). ‘The needs of trade” 
(p. 89) or the ‘“‘needs of healthy and legitimate trade” 
(p. 128) are the true ends of monetary policy. 

To nine out of ten business men, the truth of this 
doctrine must appear almost self-evident. A banking 
system adopting this policy would appear to have solved 
not only the problem of national well-being, but also the 
narrower problem of banking technique, for loans based 
upon such a policy would appear to be self-liquidating. 
As the goods are gradually pushed on their course to 
the consumer, each loan raised in connection with their 
creation is liquidated out of the proceeds of the next, 
until finally the goods are bought by the consumer and the 
last loan outstanding is liquidated by their purchase 
price. The goods produced are the cover for the loans, 
and the justification for the loans, made by the banks. 
Credit can never be in excess of the demand for it; 
without the credit provided, the economic system cannot 
efficiently function. This is, indeed, a case of economic 
harmony, and the marvel is only that there should be 
anyone foolhardy enough to venture dissent ! 

Mr. McKenna is far too able and honest to adopt so 
extreme an optimistic position. “Good trade”’ does in 
fact, as he says, often lead on to inflation (p. 26). “Every 
period of trade prosperity has culminated in over- 
trading and speculation, which have been brought to a 
close by dear money and a severe restriction of credit” 
(pp. 27, 28). The fact is that the theory suffers from 
inherent defects. The first is that it is impossible to 
give a definite content to what is called by Mr. McKenna 
“maximum production,” for the simple reason that the 
productive machine is constantly adapting itself to 
changes in the demands made on it, so that the productive 
capacity which is to be the test of adequacy of credit 
supplygis itself subject to the influences exerted by that 
credit supply. In the second place, the theory of pro- 
ductive credit takes no account of the influence exerted 
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by changes on the “velocity of circulation” or of changes 
in the volume of credit; prices increase more than in 
proportion to the volume of credit c reated, and this is one 
of the causes of that speculative hold-up of commodities 
which is a factor in the collapse of the boom. The theory 
of productive credit, then, is by no means a safe guide to 
the amount of credit which ought to be created. Nor is it 
in the least true that “all parties acknowledge the prin- 
ciple that the governing factor in the exercise of monetary 
powers should be the needs of healthy and legitimate 
trade,’ even though the parties “‘do not agree as to the 
practicability or the method of securing this result,’’ if 
by governing principle is meant something more than a 
pious belief that a sound monetary policy is consistent 
with the development and expansion of trade. The 
cynic would be inclined to say that a “‘ governing factor”’ 
which is so vague that people cannot agree as to how to 
apply it, is not in itself a very useful concept. A monetary 
policy which postulates as end the maintenance of parity 
with the dollar, or with gold, or which sets up as the aim 
to be attained the stability of the general price-level, 
cannot adopt as the “governing factor” anything else. 
If it does, the result is either chaos or the pursuance of 
one end under the pretence of aiming at another. 

The fact is, however, that Mr. McKenna’s criticism 
of current monetary policy does not, fortunately for him, 
necessarily involve the theory with which, in his treat- 
ment of the subject, he has chosen to associate it. Even 
if the theory of productive credit be not a sound guide to 
action, it would still be true that present monetary policy, 
in so far as it involves a deliberate reduction of prices, 
implies unemployment, and it might still be the case 
that to create or intensify or maintain unemployment is 
at the present time a worse evil than any which our 
present policy is intended to avoid. If Mr. McKenna is 
right in thinking that an extension of credit by reducing 
overhead costs would “pay for itself,’ whilst deflation 
prevents a reduction of prices by increasing overhead 
costs (p. 111), it is possible to argue for an extension of 
credit (and therefore for a reduction of unemployment) 
even on the grounds of the theory of stabilization. It 
is even possible to argue for a laxer credit policy on the 
simple ground that our present gold reserves are too 

M 2 
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large and could be cut down without danger. In other 
words, hold the theory of productive credit and it follows 
that our present monetary policy is wrong; to hold that 
our present monetary policy is wrong (if it is) is by no 
means the same thing as proving that Mr. McKenna is 
right. 
In the same way, Mr. McKenna’s conclusions on the 
subject of reparations and inter-allied debts by no means 
involve the premises on which they are made to rest. 
Mr. McKenna deserves the thanks of every right-thinking 
man for his courage in stating unpalatable opinions on 
these subjects at the time that he did; but now that this 
thorny problem threatens to re-emerge, it is worth 
while examining his general principles at some length. 
Mr. McKenna poses two difficulties: that of creating an 
export surplus and that of receiving the surplus after it 
has been provided. Since the export surplus which a 
country is capable of providing might be greater than the 
amounts which other countries are willing to receive (or 
capable of receiving without disorganizing their trade), 
these two questions are not identical. Mr. McKenna is 
inclined to treat them in combined fashion. In an 
interesting passage on p. 62 he argues that Germany 
“is obliged to import food, and in consequence of the loss 
of a large part of her mineral lands she is compelled to 
import both iron ore and coal for the supply of her 
factories and furnaces. An increased exportable surplus 
could only be obtained by extending her sale of manufac- 
tured goods. To do this in the teeth of the competition 
of other manufacturing nations she must work longer 
hours for less wages, she must cut profits, she must 
reduce her imports to the indispensable minimum. 
But her competitors will not consent to stand idle while 
they lose their trade. They will find themselves faced 
with growing unemployment and heavy trade losses. 
So far as German goods seek to invade their own domestic 
markets they may endeavour to exclude them by tariffs, 
but in order to retain their hold on neutral markets they, 
too, will be compelled to reduce wages and cut profits. 
And thus Germany’s effort to extend her foreign trade 
must, be confronted with the opposition of the whole 
manufacturing interest of the rest of the world and could 
only be successfully countered by a general lowering of 
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the standard of life.” Elsewhere in the same address 
he says that if we were at war and France at peace, 
‘‘she might pour upon our shores war material and stores 
equal to the whole amount of her debt to us. But in 
what part of the globe is there a demand for this additional 
output in time of peace? The mere endeavour to 
extend her foreign sales to the necessary degree would 
disorganize the trade of the world. We have seen the 
painful effect of an enforced competition by Germany ; 
we should experience precisely the same results from a 
similar effort by France” (p. 68). 

Now, all this does not disprove that a country cannot 
increase her export surplus. It only proves that an 
export surplus may (a) result in a lower standard of life 
inside the exporting country; (0) result in disorganizing 
world trade; (c) lower standards of life universally. Of 
these anticipated results the first is possible, the second 
uncertain, the third quite improbable, if not impossible. 
Let us clear away one preliminary source of confusion 
resulting from the pyramiding of nominal indebtedness. 
If Great Britain owes, say, £3,000 millions to the U.S.A., 
France an equal amount to us, and Germany {£6,000 
millions to Great Britain and France, the total figure of 
indebtedness is £3+3+6 milliards. But, given that 
the whole is converted into an annuity at 5 per cent., the 
net export surplus required to settle the whole series of 
debts is £300 millions, for in effect Germany would trans- 
fer that amount to Great Britain and France, and the 
U.S.A. would receive half of the amount so transferred. 
The net export surplus required is thus less than the gross 
amount of the annuities involved. But is it really 
necessary for the economic consequences envisaged by 
Mr. McKenna really to ensue ? Given a rising standard of 
technique, a country may both pay an annuity of this 
kind and possess a rising standard of life; the only effect 
being that the standard of life will not rise as rapidly as it 
would have risen had no annuity had to be paid. Or, 
more probably, the difference in the standards of life is 
measured by the interest which would have been earned 
upon the annuity had it been transferred as a “capital 
export.”” Jf the annuity exceeds what the country could 
have exported as “‘capital,”” and 7/ the standard of tech- 
nique does not rise, no doubt one way of creating the 
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export surplus is by means of lowering the standard of 
living, but this is by no means.an inevitable consequence 
of having to pay an indemnity. 

And it is certainly not the case that the standard of 
life in the recipient countries must fall. Mr. McKenna 
overlooks the fact that if the Germans pay an annuity, 
this must increase the purchasing power of the recipient 
countries. Let us suppose that Germany could pay 
the whole amount now gathered in the shape of income 
tax from the British public. Would Mr. McKenna or 
any one else seriously argue that the inhabitants of Great 
Britain would not be better off ? But consider the 
disorganization of the “‘trade of the world,” it may be 
said. The obvious answer is that the purchasing power 
released by the emancipation of the income-tax payer 
would provide an alternative market for all sorts and 
kinds of goods which, in view of the present level of 
taxation, the British taxpayers as a whole cannot now 
afford to buy. In any event, a lowering of German 
export prices due to a lowering of the German standard 
of living does not involve “a general lowering of the 
standard of life.’’ At the most, it might involve such a 
result im competing industries, and this very fact, coupled 
with increased purchasing power available, would cause 
migration into other industries. But there is no reason 
to fear so calamitous a result. America still competes 
successfully with Great Britain in the manufacture of 
motor-cars in spite of the fact that the American standard 
of life is considerably higher than our own, and shows no 
signs of being reduced to our level. 

It may at once be admitted that some degree of dis- 
organization in competing industries will manifest itself: 
the degree of disorganization varying with the absolute 
amount of the annuity, the rapidity with which the 
amount is increased, and the “elasticity of demand”’ all 
over the world for the products of manufacture in general. 
Nor is it to be denied that it is always possible to imagine 
an annuity figure which will involve a lowering of the 
standard of life in the country paying reparations. In 
so far as these elements are introduced as limiting con- 
ditions to any optimistic diagnosis, they are valid. And, 
in fact, the case against reparations on an extravagant 
scale remains unaffected. That case is a simple one. In 
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the first place, will any country consent for an indefinite 
period to see its standard of life relatively (by no means 
absolutely) reduced in order to pay reparations? Let us 
think of the situation not as it is now, but “forty years 
on,” and ask ourselves whether it is probable that political 
conditions will still be such as to make it possible to tax 
our children and grandchildren for debt payments to 
America on account of a war that will be a mere legend 
to them ? And, in the second place, even supposing that, 
to avoid worse evils, Germany can still be constrained 
to pay to us, and we to America, is it worth while to risk 
the continuous international ill-will which such payments 
must evoke for so long a time as sixty-two or even forty 
years? Six years ago, when Mr. McKenna made his 
speech to the American Bankers’ Association, questions 
such as these were best left in the background ; but there 
is no reason why we should not face them today. 


Swiss Bank Difficulties 


During the past month, two Swiss banking houses, 
Escher, Freisz & Cie. and Wolfensberger & Widmer A.G., 
suspended payments. It is alleged that their difficulties 
were due to speculation in pesetas. The former’s commit- 
ments in pesetas were particularly large, while the assets 
of the latter were affected by losses on foreign exchange 
transactions and excessive purchases of cinema shares. 
Both banking firms were created after the war, and were 
regarded until recently as progressive and solid. Banking 
syndicates have been formed to enable them to meet 
their liabilities and thus to avoid forced marketing of 
their holdings. 

It is understood that both cases are entirely isolated, 
and have no relation whatever with general banking 
conditions in Switzerland. The well-established com- 
mercial banks have always abstained from speculating 
in foreign exchanges on their own account. Their 
position is very strong and liquid, and they are making 
satisfactory progress. 
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High Interest Rates in the 
United States 


By H. Parker Willis 


ONETARY and banking conditions have been 
M passing through a series of almost revolutionary 

changes in the United States since the close of the 
World War. Among these changes, however, none is more 
interesting than the interest rate situation—-and none, 
it may be added, is more significant from the standpoint 
of banking profits. It was supposed, when the Federal 
Reserve Act was adopted, that that measure would 
succeed in stabilizing the rate of interest ; but its adoption 
was immediately followed by the advent of the World 
War, one of the phenomena of the struggle being great 
disturbance in interest rates everywhere. Those in the 
United States, after fluctuating violently prior to the 
entry of the country into the war, were regulated by law 
or by administrative control both during the active 
participation of the United States and for a time after 
the close of the struggle. 

When the Government’s control of interest rates was 
relaxed, the first striking consequence was an ungoverned 
inflation, which was immediately followed by a period of 
very high rates. These high rates were paralleled by 
exceptionally high discount rates at reserve banks which 
in 1920 rose to 7 per cent. When they were reduced 
in 1921-22, market rates still maintained themselves at 
tolerably high figures, and it was only gradually that 
rates were cut and money became “easy.’’ During the 
great inflation that occurred from 1924 onward, and which 
has apparently reached a peak or near it in 1928, the 
low level of rates both at reserve banks and in the open 
market led a good many hasty “ economists ’”’ to talk 
learnedly about the “‘ permanent reduction ”’ said to have 
been effected in rates of interest, and the probable influence 
thereof upon the long-period values of bonds and pre- 
ferred stocks. It was an unpleasant shock that was given 
to this kind of self-congratulation when, in May last, 
interest rates, after showing for several months a tendency 
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to advance, began to move sharply upward, with the 
result that throughout the past summer and early autumn 
the level has been the highest for several years past. 
There is no present prospect of early relief. 

Considerable misunderstanding with reference to 
American interest rates prevails at the present time in 
Europe as well as elsewhere, and this misunderstanding 
is particularly marked in connection with the discount 
rate of the Federal Reserve banks and the relationship 
existing between that rate and other rates. Analysis 
of the present high-rate experience through which ‘the 
United States is passing, with its repercussions upon 
British and Continental markets, must take as a back- 
ground the underlying facts with regard to the rate 
situation in America; otherwise discussion and specula- 
tion on the subject proceed without adequate foundation. 

First of all, it should be understood that there is in the 
United States no such singie “‘ discount ”’ or “ money ” 
market as exists in Great Britain, or in some of the 
Continental countries. The country has a good many 
local markets of a rough sort, and it has the New York 
market in which, of recent years, there has been a more 
and more highly-developed competitive situation, with 
consequent approximation to European conditions. The 
real problem in the study of American rates is not found 
in analysing the conditions which surround the country 
money market, nor is it found, in any very serious measure, 
in the analysis of the New York market. It makes its 
appearance chiefly in a little-understood phase of the 
discussion—in that which relates to the interworking of 
the New York market with the local interior markets. 
A study of that phase of the interest problem tends to 
explain a great many factors which would otherwise 
be obscure for lack of any adequate explanation of the 
elements at work. 

It should consequently be borne in mind that interest 
rates at most of the local banking centres throughout the 
United States—meaning by interest rates the rates paid 
by actual borrowers at banks or elsewhere—are not 
competitively fixed, but are the result of totai or partial 
monopolies. Although much is said about the dangers 
of branch banking, the possible development of a ‘‘ money 
trust ’’ where branch banking is permitted, and the like, 
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the fact remains that in the United States (whose financial 
structure has been predominantly developed on a “ unit 
banking ”’ basis) the situation in nearly every community 
is that of a qualified money trust. Rates are, in practice, 
fixed through gentlemen’s agreements among the banks, 
and they are, in probably a large majority of instances, 
simply set at the maximum figure permitted by the usury 
laws of the State in which the lending is being done. 
It is not necessary to speculate why this should be the 
case—-the fact remains that it is so, as has been proven 
over and over again when complaint was made that 
bankers’ rates to borrowers did not follow Federal 
Reserve rates. The fact in the situation is that these 
rates to borrowers are highest in country communities, 
that they fall in the medium-sized towns and cities, and 
are likely to be lowest in the financial centre of a given 
district. Even in the latter place, however, they do not 
always have any very close relationship with reserve 
rates. A rate of 34 per cent. even at the Federal Reserve 
Bank of New Y ork does not usually enable a first-class 
borrower of undoubted credit to obtain a direct loan from 
his bank on better terms than he would get if the reserve 
rate were 44 per cent. or 5 per cent. In either case, the 
rate to him would be likely to be, under existing con- 
ditions, in the neighbourhood of 5 per cent. to 5} per cent., 
while less desirable borrowers would pay rather more 
and of course would be asked to furnish collateral security 
in many Cases. 

In these circumstances, it is much easier to understand 
why the rates established by Federal Reserve banks 
appear to have so little influence upon prevailing rates 
in the actual lending operations of the banks ‘of the 
United States. There is invariably a very wide gap 
between the rate of the reserve bank and the local rates 
of member banks. The latter are likely to be, as already 
seen, about as high as usury laws of the State in which the 
bank making the loan is situated will permit. As a 
result, very high and very stable rates prevail in the 
= estern States. When the Federal Reserve system was 

organized, an effort was made by the Division of Analysis 
and Research or its predecessor, the Division of Statistics, 
to obtain regular figures showing the prevailing rates for 
different kinds of paper in the cities where Federal Reserve 
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banks were located. These rates have been maintained 
as a regular series of statistical reports ever since then, 
and they show the continuous existence of this very wide 
gap, as well as of the failure to establish any close corre- 

spondence between reserve rates and the rates on such 
local paper. An even wider gap exists between the 
reserve rates and the rates charged by member banks in 
the several districts to their own local borrowers. As 
things stand, therefore, the local bank which has a given 
amount of lending power makes advances to its own 
customers at the high local rate which it has established 
in consultation with other banks in the same locality, 

while its surplus of funds, not taken by the local borrowers 
at this rate, it then sends to a distant market (usually 
New York), there to be invested in bonds or loaned at 
call on the exchange. Thus, for example, in a good many 
southern communities the lowest rate made to the local 
borrower is 8 per cent. on the best paper, protected by 
cotton warehouse receipts satisfactorily drawn against 
good grades of cotton properly stored in a Federal 

warehouse or in some other warehouse established under 

stringent State laws. The same bank which makes 
such advances may be lending its surplus funds in New 
York at any rate it can get there, and this rate at times 
within the past year has been from 3 to 4 per cent. and is 
today, say, 8 to 10 per cent. 

The peculiar character of the New York money market 
is thus evident. At least three elements of supply are 
present at this time: the lending power supplied by the 
New York banks themselves, in direct advances on 
stock exchange collateral; the loan funds furnished by 
out-of-town banks which are forwarded to their corre- 
spondents in New York, remittances to be employed by 
the latter in lending at call on their behalf; and the funds 
of corporations and business enterprises which are some- 
what over-capitalized and hence have, in slac’x times, 
more money than they know what to do with in their 
owli businesses—hence are able to enter the call loan 
market as independent lenders. It should be remembered 
that included in the second group (‘‘ out-of-tewn banks ’’) 
are many foreign banks. Indeed, at the present time, 
some of the larger German banks which have been 
borrowing heavily in the capital market here have become 
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participants in the lending of call funds and have placed 
very considerable sums in that way through their 
authorized agents in this city. Although these sums are 
large, they probably at no time are very important in 
comparison with the funds that come from out-of-town 
banks throughout the United States. Advance in the 
call rate from New York is thus equivalent to a request 
to the interior banks to increase the amount of their 
lending in the call market. As has been noted above, the 
local banks find it necessary to satisfy the needs of their 
own customers and do so at a point as high as the “ traffic 
will bear.” Advances of call rates in New York do not 
tend to induce them to begin cutting off loans to their 
customers until this call rate has gone higher than the 
average local rate. What an advance in call rates does 
do, however, is to induce the local banks to borrow more 
freely from their Federal Reserve banks; and with the 
proceeds to take a stronger part in the New York market. 
This is exactly what they are doing at the present moment, 
and they find it particularly advantageous to follow that 
plan by reason of the fact that in some of the interior 
districts reserve rates have been kept lower than the 
rates charged at the reserve banks in the eastern districts 
and particularly in New York. 

With the advance of the New York call rate to 10 
per cent. on October 1, 1928, while the local reserve bank 
rate remained at 5 per cent., a rather anomalous situation 
was brought into existence. The governor of the Federal 
Reserve Board had, about a week before that time, in 
a carefully prepared speech delivered to the Indiana 
Bankers’ Association, assured the members of that 
organization that the Reserve System stood prepared to 
enlarge the discounts called for by member banks during 
the autumn to the extent of $300,000,000 more (the 
total rediscounts of the Reserve System being at that 
time about $1,000,000,000); and he further expressed 
the opinion that if by midwinter a reduction of the total 
volume of rediscounts to a sum of not more than 
$1,000,000,000 could be effected, he would himself be 
perfectly satisfied with the outcome, and would regard 
the situation then existing as to all intents and purposes 
normal. In his own words, he would regard the situation 
as having been “ handled very nicely indeed.”” This was 
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equivalent to a promise of $300,000,000 more for the 
country as a whole. At the present time, the National 
City Bank of New York computes that the actual reserve 
ratio of the country is about 6°5 per cent., which means 
in effect that a dollar of reserve credit is actually main- 
taining about $15 of outstanding loans at banks: The 
First National Bank in St. Louis estimates that a dollar 
of reserve credit is upholding about $12 of bank credit. 
Taking the more modest of these estimates, Governor 
Young’s promise of $300,000,000 of reserve credit during 
the autumn months would mean a possible expansion of 
$3,600,000,000 of member bank credit, provided that a 
sufficient time were given to bring about the expansion. 
Assuming that of this great sum about the same propor- 
tion should be used in stocks as is now used for that 
purpose from the entire banking resources of the country, 
the result would seem to be an assurance that those 
engaged in stock operations could count quite safely 
upon $500,000,000 in additional loans. This announce- 
ment accordingly had a very stimulating effect upon the 
market, and led to a great growth of transactions, without 
however, reducing the rate for call funds. That rate in 
fact, instead of receding, advanced, reaching, as already 
stated, 10 per cent. on October I. 

The explanation to be found for this extraordinarily 
high rate is simply that it represents an adjustment be- 
tween demand and supply. The reserve banks have not 
raised their rates since early summer, and do not expect 
to do so, but this fact has nothing to do with the amount 
of funds actually available. That remains the same, 
regardless of their action. Every banker, of course, who 
studies the statement of the reserve banks carefully is 
aware of the approximate amount of the bank credit 
that is theoretically available for distribution within a 
given time. The rate in the call market is the outgrowth 
of demand for funds to be used in trading as -compared 
with the amount of such funds which bankers are willing 
to supply. It is a very curious and interesting fact 
that within recent weeks the loans made by New York 
banks at call have materially fallen off, while the loans 
made by out-of-town bankers have increased, and that 
there has been an especially large increase in the loans 
made by ‘“ others’’—which means the corporations and 
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non-banking lenders at large who are engaged in offering 
funds in this market. An exceedingly anomalous situa- 
tion thus exists in which reserve banks encourage stock 
market lending by practically guaranteeing to continue 
rediscounting at a stable rate in the amount of 
$300,000,000 during the autumn months. This sum, 
although nominally intended for “ crop moving” and 
commercial purposes, goes (after being drawn out by 
member banks through rediscounting) to the point where 
it will get the highest return, and that point is the stock 
market, due to the play of forces of demand and supply 
just outlined. Thus an evident breakdown of central 
banking control has taken place, and an unfortunate 
overfeeding of the stock market occurs at the same 
time that complaint is legitimately made because com- 
munities in the interior are being pinched through lack 
of commercial accommodation at local banks. 

The situation has attracted attention from influential 
members of the banking fraternity, and found expression 
in guarded form at the convention of the American 
Bankers’ Association which met in Philadelphia during 
the week beginning October 1. It has been customary 
on that occasion for bankers to issue statements of the 
conditions prevailing in their districts as seen by them, and 
a good many of them have done so on this occasion. In 
not a few cases the outstanding feature of the case which 
has drawn their attention is the anomalous credit con- 
ditions to which reference has just been made. Some 
of them have specifically referred to the high rate of 
interest now prevailing in the call market as alarming 
and hazardous. It was not long ago that a well-known 
financial figure in Wall Street described it as a ‘‘disgrace.”’ 
Due to the fact that the United States possessed a large 
share of the world’s gold and had installed a central 
banking system of presumed efficacy, the inference was 
drawn that the existence of excessively high money rates 
was tantamount to recognition of a breakdown at some 
point and might be taken as indicative of failure on the 
part oi the system to function effectively in a number of 
particulars. Whatever may be thought of the high rates 
in this aspect, they are at all events viewed by the banking 
community as a signal of danger both from the immediate 
standpoint and also from the point of view of the future 
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of the banking system. The National City Bank, in its 
current monthly circular, computes that the real ratio 
of gold reserve to outstanding bank credit in the United 
States today is only about 6°5 per cent., so far have 
inflation and overtrading gone. 

Of course, in these circumstances some very anomalous 
conditions have been developed as regards dealings in 
money both locally and internationally. As is well 
known, Germany and German banks have drawn heavily 
upon the New York market. Several issues of a special 
kind of stock intended to provide certain German banks 
with more capital have been successfully floated in this 
market. It is therefore rather remarkable to find German 
banks placing funds in the New York call market in order 
to take advantage of present high rates of interest. 
Equally curious does it appear that other countries, 
whose corporations and citizens are borrowing here at 
reasonable rates of interest, say, 5 to 6 per cent., should 
be placing bank funds here at 8 or g percent. The truth 
of the matter is that no effective means of adjustment 
between investment and stock market rates is in operation 
at the present time. Distinct sets of forces are at work 
in the two branches of the money market, with the result 
that movements of rates instead of being parallel are quite 
divergent. However, the general situation has been such 
as to change the position of the country in the investment 
market, internationally speaking, in a very distinct way. 
Unquestionably, a great many loans that would probably 
have been placed here have been driven away by general 
money conditions. More important, if anything, is the 
fact that not a few countries which placed their bonds 
here at fairly high rates, in the belief that they would be 
able to refund at lower rates within a year or two, now 
find it out of the question to do anything of the sort. 
They must either transfer their issues to another market, 
or else they must be content to go on paying the rate of 
interest that is necessary in this market to enable them to 
keep the bonds outstanding. In other cases in which 
local bankers have undertaken on behalf of foreign govern- 
ments and corporations to make a market for-given issues 
of bonds, the present situation is driving the bonds back 
into the hands of issuers. Either as a result of this process 
or in consequence of the endeavour to market large new 





174 THE BANKER 


issues for which no demand exists, very great congestion 
now prevails in the bond market, with numerous houses 
finding it impossible to distribute the securities for which 
they had become responsible. In many cases bonds are 
piling up on their ‘‘ shelves.”’ 

Obviously the effect of these conditions upon the banks 
is a very bad one. They practically cannot refuse to 
continue the extension of credit for the purpose of enabling 
bond-issuing houses to “carry ’’ their unsold securities 
until such time as the market becomes more w illing to take 
them up. This, of course, tends to establish a “‘vicious 
circle,’ because the continued large extension of loans to 
houses which are thus in an unliquid position prevents 
liquidation from taking place, and so retards the process 
of restoring a better state of things. On the other hand, 
the fact that the bond houses which had become over- 
loaded with securities are able to carry them with the 
aid of bank money leads them to depend more and more 
on the banks and to refuse to recognize the existence of 
a changed level of prices, as they would have to do if 
they found themselves under the necessity of selling the 
securities direct to real buyers. 

These conditions quite fully explain the very high 
interest rates which are now being charged and paid in 
the New York market. The Federal Reserv e System 
has, in effect, lost control of the rate situation. It could 
obviously withdraw accommodation from banks which 
have become deeply involved in the stock market and so 
compel them to curtail their speculative loans, thereby 
reducing the total volume of speculation. The cost of 
taking such a step would of course be tremendous, and 
the losses inflicted«by it upon great numbers of people 
would be correspondingly extreme. Apparently no such 
measure is to be anticipated—-indeed, as already observed, 
the authorities of the Reserve System are promising 
more credit rather than less. Continuance of the present 
almost unique interest rate position is thus foreshadowed. 


New Director of the Bank of England 


Sir Ernest Musgrave Harvey, who has retired from 
the office of comptroller of the Bank of England has been 
elected a director. 
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Some Branch Banks by W. Edmund 
Maufe for Lloyds 


By Professor C. H. Reilly 
\ LTHOUGH I am very much against the habit of 





some of the great banks of handing out the design 

of a hundred or more new branches at one time to 
the same architect, however competent (I have heard a 
very indifferent one boast that he had one hundred and 
twenty in his office), I think a bank is wise, once it has 
found a good and sympathetic architect--sympathetic, 
that is to say, not only to the villages and towns in which 
he is asked to work, but to their own practical require- 
ments—-to employ him again and again. That is a very 
different matter from making architecture one of the 
wholesale trades. Two or three branches at a time a 
man can do well. A hundred are bound to be thoughtless 
failures or not the personal work of the man for the use 
of whose talents the bank is paying. Architectural 
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ghosts, I am glad to say, are not so prevalent today as 
they were in the bad old Pecksniff and Victorian days, 
when architects with great names farmed out a great 
deal of their work. The system still exists, however, and 
the banks which are too lavish in their commissions to 
individual architects are doing a great deal to keep it alive. 

The case of W. Edmund Maufe and Lloyds Bank is 
a good example of the judicious employment of a good 
man, who, it will be seen from the illustrations, can adapt 
himself to the different localities in which he is asked to 
work and at the same time satisfy the bank’s requirements 
both as regards character and practicability. Without 
plans it is impossible to judge the latter, but I have the 
bank’s word for it. For the former let us take photo- 
graphs of two or three examples. The first is from Cheam 
in Surrey. 

This is a bank in a village which is not yet a suburb 
but coming more and more within the influence of 
London. There is scope, one sees, for offices above the 
bank instead of a manager’s residence. Mr. Maufe’s 
solution of the problem of a bank in such a place is a 
small but formal brick building with the bank entrance 
balancing that of the offices. To the ground-floor bank 
windows he has given a touch of Regency elegance by the 
fluted semicircular plaster panels above them, reminiscent 
of the famous window, in St. James’s Street, to Boodle’s 
Club. All this seems to me to suggest exactly the right 
air of formal, grave courtesy. I hope the bank has 
installed a manager worthy of these windows. If so, 
all sensible inhabitants of Cheam will enjoy banking 
there. The offices above have a simple but serious row 
of sash windows, which gives a good frieze effect under 
the quiet tile roof. The result is a building of pleasant 
domestic flavour well suited to a Surrey village but just 
raised in degree of elegance above its neighbours—as a 
bank should be, and as one can just see in the photograph 
it really is. 

Take next a very different problem—that of a very 
narrow site in a crowded suburban High Street. This 
is the problem of the Putney branch. Here the architect 
has all sorts of buildings round him of no particular 
town or village character with which his building should 
harmonize. To that extent, then, he is free, but he has 
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LLOYDS BANK, DARTFORD 


another difficult problem. It is how to light his narrow 
and deep banking hall from his narrow street front and 
yet to provide a suitable entrance. The solution Mr. 
Maufe has arrived at is ingenuous and satisfactory. He 
has framed a great window with coupled pilasters and 
their entablature, and has boldly put the door into the 
centre of it. Above this composition he has a row of 
small windows to give scale by contrast, and then a plain 
top-to his building to isolate his building from its incon- 
gruous neighbours as well as to express its more serious 








LLOYDS BANK, PUTNEY 


purpose. All this is done in fine Portland stone with 
fine detail. I am very glad to see the use of the emblem 
of the horse above the door. It is well designed and 
carved. I hope nowit will appear on all Lloyds’ branches, 
and that Martins will use their grasshopper; and so 
on. How much more sensible and interesting than the 
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conventional swags and fruit which can only suggest 
bucolic or bacchanalian habits among the bank’s staff! 

As a third and last example let us take Mr. Maufe’s 
branch at Dartford. The site here is obviously one of 
those difficult curved corners modern traffic has brought 
into prominence. Buildings do not easily bend round 
such curves and keep their character for sedateness. 
Mr. Maufe has managed this difficulty very well. He has 
accomplished it by the two breaks back in his brick wall, 
which in themselves give a good effect of solid-looking 
brickwork, and by a series of canted faces. These latter 
not only add to the appearance of strength, but get over 
the difficulty and expense of curved door and windows. 
The whole of this long design is well bound together by a 
simple roof unbroken by chimneys, by the continuous 
unbroken simple cornice, by the frieze of windows under 
it, and by the long, plain stone band which divides the 
storeys and makes so good a ground for the bank’s 
name. Below all this the tall, round-arched windows of 
the bank stand up finely, and again there is a good strong 
stone-framed door with the jolly little horse upon it. 

These three examples, then, of Mr. Maufe’s work show 
thought, care, and skill, which must be very comforting 
to his clients. Their creation has probably been a great 
pleasure to Mr. Maufe. If, however, he had had at the 
same time a hundred such branches to design, his pleasure 
would probably have been turned to pain, and his clients, 
even with so good an architect, would not have had 
anything like the same standard of work. 


The National Bank of India 


Mr. W. Ross Munro, London manager of the National 
Bank of India, has been appointed general manager in 
succession to the late Mr. W. J. K. Hegarty, and Mr. E. H. 
Lawrence, inspector of branches, has been appointed 
London manager. 
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International Banking Review 


UNITED STATES 


HE Bankers Trust Company of New York has decided 
T to establish a new subsidiary company under the 
name of Bankers Company of New York. The entire 
share capital of the new company will be owned by the 
mother institute. Its task will be to take over the 
security department of the Bankers Trust Company, 
issuing and distributing bonds. A circular addressed 
to the shareholders explains that, as a result of the 
new arrangement, the investment business of the parent 
company may be conducted under laws specifically 
applicable to investment rather than commercial banking 
business. The board of directors of the new company 
will be identical with that of the parent company. Its 
executive committee will include, among others, a 
representative of J. P. Morgan & Co. and of Lee Higginson 
& Co. Most leading commercial banks have already 
established similar security corporations. 

Month after month, a large number of small out-of- 
town banks amalgamate. The most important among 
these recent fusions is that of the Guardian Trust Co. 
with the Broad and Market National Bank and Trust 
Co., into a new institution under the name of New Jersey 
National Bank and Trust Co. Its capital, surplus, and 
undivided profits will amount to $4,000,000, while its 
deposits will exceed $20,000,000. The First National 
Bank of Tulsa, Oklahoma, with a share capital of 
$2,000,000, will amalgamate with the First Trust and 
Savings Bank of Tulsa, with a share capital of $1,000,000. 
The new bank’s name will be First National Bank 
and Trust Co., and its share capital will amount to 
$2,500,000. The Corn Exchange National Bank and 
Trust Co., Philadelphia, will absorb the Oxford Bank 
and Trust Co. 

In spite of the great number of amalgamations, there 
is not a general tendency towards a decrease of the number 
of banks, fora large number of small banks is being created 
every month. In many cases the promoters are of a 
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doubtful standing, and the Comptroller of Currency 
refuses permission for the bank to operate. This was the 
case of the Eighth Avenue National Bank of New York, 
against which a bankruptcy petition has been filed in the 
Federal Court. Its liabilities amount to $224,000, while 
assets are valued at $137,000 only. It is alleged that 
$600,000 has been paid out to preferred creditors. 

The National Newark and Essex Banking Company 
is increasing its share capital from $2,500,000 to 
$3,000,000. Its reserves will increase through the trans- 
action to $2,000,000. The People’s Trust and Savings 
Bank, Chicago, will increase its share capital from 
$1,000,000 to $2,500,000. 


FRANCE 


The affair of the Banque de la Sarre et des Pays 
Rhénans is making progress towards solution. The 
meeting of its creditors has decided to grant a moratorium 
of forty. -five days, as from September 30. The committee 
of creditors will investigate the affairs of the bank and 
will elaborate a reconstruction scheme. It is alleged that 


the bank was engaged in highly risky transactions, and 
that the amount of credit it granted to certain customers 
was out of proportion to their importance. For instance, 
a small firm with a monthly turnover of 60,000 f. only 
is alleged to have obtained a credit of 13,000,000 f. 
As a sequel to the difficulties of this bank, one of its 
principal creditors, the Banque de Mulhouse, will be 
absorbed by the Crédit Commercial de France. To that 
end, it will be transformed into a company under French 
law. 

A new finance company has been established in Paris 
under the name of Union Bancaire du Nord pour 
le Crédit Industriel. Its share capital amounts to 
60,000,000 f. The Crédit du Nord subscribed half of the 
share capital, while the other half was subscribed in equal 
portions by the firm “ Bufa” of Antwerp, the Boerenbund, 
Louvain, and the Nederlandsche Handel Maatschappij, 
Amsterdam. Another new financial institution was 
established recently in Paris under the name of Banque 
Fonciére Metropolitaine d’Outremer. Its share capital 
amounts to 10,000,000 f., in which French, Belgian, and 
Dutch banking interests participate. The Société de 
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Banque pour le Commerce et |’Industrie, which was 
established about a year ago with a share capital of 
25,000,000 f., will increase its capital. Its control will 
remain in the hands o‘ the Union Européenne Industrielle 
et Financiére, while the Hungarian General Credit Bank, 
the Oesterreichische Kreditanstalt, and several other 
banks in the Succession States will participate. 

It is rumoured that the Banque de Paris et des Pays 
Bas intends to increase its share capital in the near 
future. These rumours are believed to be premature, 
as the question is not likely to arise until the next 
shareholders’ meeting. 

The net profits of the Comptoir Lyon-Alemand 
amounted to 43,000,000 f. for the past business year, 
against 36,000,000 for oe previous year. The dividend 
will be maintained at 5 per share. The net earnings 
of the Crédit du Rhone declined from 841,000 f. to 
347,000 f. The Banque du Madagascar increased its gross 
profits from 3,504,000 f. for the first half of 1927 to 
4,355,000 f. for the corresponding period of this year. 
The net profit for the latter period is 412,000 f. 


GERMANY 

The Berliner Handels-Gesellschaft, one of the leading 
German commercial banks, has decided to increase its 
capital from 22,000,000 reichsmarks to 28,000,000 reichs- 
marks; 5,500 bonus shares of 1,000 reichsmarks each 
will be issued to holders of the existing shares, while 500 
shares will be added to the pensions fund. The decision 
has been taken in consequence of the release of the bank’s 
property seized in the United States during the war. 
Another German bank which intends to increase its 
capital is the Bank fiir Auswartigen Handel A.G. The 
increase is to be from 2,200,000 reichsmarks to I1I,000,000 
reichsmarks, owing to the expansion of the bank’s activity. 
The issue will not be made until conditions for the 
introduction of the shares to the Bourse become more 
favourable. 

At the shareho'ders’ meeting of the Deutsch-Asiatische 
Bank the report for the period from 1915 to 1927 was 
passed unanimously. Owing to the lack of a quorum, 
the board’s suggestions as to the reduction of the share 
capital from 7,500,000 taels to 4,600,000 taels could not 
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be decided upon. It was stated that the bank is hampered 
in its activities by the high rates of interest in Germany, 
as a result of which it is unable to compete in the Far 
East with rival foreign institutions. 

An extraordinary meeting will be held on November 8 
to decide upon the proposed reduction of the capital. 

The Berliner Bankverein A.G. closes its accounts for 
1927-28 with a net loss of 655,000 reichsmarks. Its 
capital was reduced in 1926 from 4,000,000 reichsmarks 
to 1,500,000 reichsmarks. Nearly half of this reduced 
capital has also been lost. As there is no chance of 
carrying out an increase of capital the bank will probably 
go into liquidation. Bankruptcy proceedings have been 
initiated against the Pan-Bank, Munich—an insignificant 
local firm. 

The net profits of the Deutsche Festmarkbank 
G.m.b.H. for 1927-28 amounted to 119,000 reichsmarks 
against 157,000 reichsmarks for the previous business 
year. The dividend remains unchanged at 7 per cent. 
Deposits increased from 8,280,000 reichsmarks to 
10,350,000 reichsmarks. 

The Berlin banking firm of Jarislowsky & Co. cele- 
brated its fiftieth anniversary on October1. It specializes 
in business with Eastern European countries, particularly 
Poland. It has extensive interests in Polish Upper 
Silesia, and controls the Danziger Commerz und 
Depositenbank A.G. It is understood that the firm will 
be transformed into a joint-stock company. It is 
creating at present a subsidiary company under the 
name of A.G. fiir Konsortialbeteiligungen which will 
subsequently absorb the mother institute. 

The Berliner Bank fiir Handel und Grundbesitz A.G. 
has established a subsidiary company with a share capital 
of 500,000 reichsmarks for security transactions. During 
the first nine months of this year its deposits increased 
by 17,500,000 reichsmarks to 57,500,000 reichsmarks. 

It was rumoured some time ago that the Mitteldeutsche 
Kreditbank will amalgamate with the Commerz und 
Privatbank. More recent rumours associate the former’s 
name with that of the Darmstadter und Nationalbank. 
All these rumours are categorically denied by the banks 
concerned, but in spite of this they remain in circulation. 
It is believed that negotiations are in progress and that 
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the board of the Mitteldeutsche Kreditbank is divided 
as to whether to amalgamate with the one or the other 
of the institutions mentioned. 

The Deutsche Bank which has already a_ branch 
in Constantinople will take over the premises of the 
Constantinople branch of the Ionian Bank. The latter 
has decided to close the branch owing to unfavourable 
conditions. 


HOLLAND 


The Twentsche Bank of Amsterdam, which controls 
the London banking firm B. W. Blydenstein & Co., 
through the intermediary of the holding company, 
Twentsche Bank of London, intends to make important 
changes in both firms. It is proposed to transform the 
Twentsche Bank of London into a limited company, with 
a share capital of £1,000,000, of which £600,000 will be 
paid up. The present capital of the company is £500,000, 
of which £476,250 is paid up. Its name will be changed 
into Twentsche Bank (London) Ltd. At the same time 
the capital of Messrs. B. W. Blydenstein & Co. will be 
raised from £625,000 to £700,000. Messrs. Ledeboer and 
Van Rees remain partners in the firm, while the partner- 
ship of the Twentsche Bank of London will be maintained 
by the Twentsche Bank (London) Ltd. It is interesting 
to point out in connection with this change that, although 
at present the banking firm of B. W. Blydenstein & Co. is 
controlled from Amsterdam, it was established two years 
earlier than the Amsterdam firm. 

The net profits of the Hollandsche Bank voor Zuid 
Amerika have increased from 1,417,000 guilder in 1926 
to 1,918,000 guilder in 1927. The figure for last year has, 
however, been reduced by 1,390,000 guilder representing 
a loss on account of forgery; 300,000 guilder has been 
added to the contingency reserve, and the dividend will 
be passed. The share capital is being reduced from 
17,500,000 guilder to 12,500,000 guilder, and subse- 
quently raised to 15,000,000 guilder, by the issue of 
2,500 shares of 1,000 guilder at par. The annual report 
emphasizes that, in spite of the publicity given to its 
loss, the bank’s activity did not suffer. The new shares 
will be issued by the banking firm of H. Oyens and 
Zoonen. 
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DENMARK 


The outstanding event of the month was the crisis of 
the Copenhagen Privatbanken. Its difficulties were 
mainly due to the losses suffered by the Aarhus Oilworks 
which were largely financed by it. Apart from this the 
bank suffered heavy losses on some other companies in 
which it was interested. It had to suspend business for 
a few days, but a reconstruction scheme was soon put 
into operation. Considering the extent to which the 
Government had to support the Landmandsbank, it was 
impossible to expect any support from those quarters. 
The losses amounted to about 70,000,000 kroner, and had 
to be covered out of the capital and reserves of the bank, 
totalling about 75,000,000 kroner. Accordingly, the capital 
was written ‘ican from 60,000,000 kroner to 12,000,000 
kroner, and was subsequently raised to 40,000,000 kroner. 
In addition, an international group consisting of British, 
American, and Swedish banks have agreed to provide an 
additional guaranteed capital of 15,000,000 kroner. It is 
hoped that, as a result of the reconstruction, part of the 
amount lost will be recovered. 

The Aarhus Privatbanken was also involved in the 
difficulties of the Aarhus Oilworks, to an extent of some 
1,200,000 kroner. The losses were covered out of the 
nice peri reserve and the profits carried forward from 
last ye The Skive Bank, Skive, has suspended pay- 
ments seuilichinadee with the Copenhagen Privatbanken. 
It will not be reconstructed, but will be replaced by a 
new bank. 

NORWAY 

The Bergens Kreditbank A/S, Bergen, opened for 
business on September 1, after having been granted 
concession to carry on banking business on August if 
The bank has been registered with a share capital of 
7,700,000 kroner. The Aalesund og More Privatbank A/S, 
Aalesund, was granted a concession to carry on banking 
business. The Privatbanken i Sandefjord A/S is issuing 
shares to an amount of 2,000,000 kroner. The Andersens 
og Bergens Kreditbank (under public administration) 
went into liquidation as from September 1. Since then 
the bank has released 15 per cent. of its blocked deposits 
in addition to the 35 per cent. already released. 





INTERNATIONAL BANKING 187 





POLAND 


A new finance company has been established in 
Brussels under the name of Union Financiére Polonaise. 
Its share capital amounts to 25,000,000 f., in which the 
Wiener Bankverein, the Allgemeine Oesterreichische 
Bodencredit-Anstalt, the Banque Belge pour l|’Etranger, 
the Mutuelle Solvay, the Basler Handelsbank, the Chase 
National Bank, and the Union Européenne participate. 
The object of the company is to finance Polish industries. 

The period allowed for increasing the capital of the 
Polish banks up to the legal minimum—which varies 
according to the type of the bank and the size of the 
locality—expires on December 31. It is believed that, 
before that date, there will be a number of capital 
increases. Independently of the new regulation, several 
banks have decided to raise their share capital. The 
International Bank of Warsaw will increase its capital 
from 1,000,000 zloty to 2,500,000 zloty, while early 
1929 it will further increase its capital to 5,000,000 zloty. 
The Bank Przemyslowcow Polski will increase its share 
capital from 1,000,000 zloty to 2,500,000 zloty. On the 
occasion of this transaction a Belgian financial group 
will take an important participation in the bank. The 
Bank Rolny, an agricultural bank controlled by the 
Polish Government, will increase its capital by 30,000,000 
zloty. 

The liquidation of the former Russian banks in 
Poland has now been concluded. The banks in question 
are, among others, the Russo-Asiatic Bank, the Wolga- 
Kama Bank, the International Commercial Bank, and 
the Azov-Don Commercial Bank. A Polish bank esta- 
blished in France, the Banque Industrielle Polonaise en 
France, Merlebach (Lorraine), has suspended payments. 
It was established in 1926 and has four branches. Its 
customers were mainly Polish workmen employed in 
Lorraine. It will be taken over by the Société Générale 
Hypothécaire et Mobiliére, Metz. 


GREECE 
Hambros Bank, Ltd., in association with the National 
Bank of Greece, has acquired a substantial block of shares 


in the Commercial Bank of Greece. At the meeting of 
the shareholders of the latter bank in September it was 
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announced that M. Drossopoulos, governor of the 
National Bank of Greece, had become chairman of the 
Commercial Bank of Greece, while Hambros Bank would 
also appoint a representative on the board of that bank, 
as well as on the board of its London subsidiary, the 
Commercial Bank of the Near East, Ltd. It is understood 
that Hambros Bank and the National Bank of Greece, 
together with the Empedocles family, have a controlling 
interest in the bank. 

The Ionian Bank has decided to close its Constan- 
tinople branch, owing to the general unfavourable 
business conditions in Turkey, as well as the unfrie ndly 
attitude of the Turkish Government towards foreign 
enterprise. Continental reports, according to which the 
Commercial Bank of the Near East will follow its example, 
are denied in well-informed quarters. 


Law Reports 


By Our Legal Correspondent 
or: of the risks that the bankers’ usual form of 


guarantee circumvents by the usual clause allowing 

the bank to release one co-surety, or to release the 
security of one co-surety without affecting the liability of 
the remainder, is illustrated by a case tried by the Vice- 
Chancellor of the County Palatine of Lancaster. In the 
particular case the bank was secure by the guarantee of 
its debt, and the dispute was between the guarantor 
and those who agreed to indemnify him. But the case 
is interesting as an illustration of the operation of the 
law of suretyship when not controlled by special stipula- 
tions. It seems that in 1924 a private company, the 
shares of which were held by the members of a family 
named Smith, being in financial difficulty, secured a 
friend named W ood to guarantee an additional overdraft 
at the company’s bank to the extent of £5,000 upon 
members of the Smith family depositing with him the 
title deeds of various properties belonging to them 
individually for securing payment to him of any money 
that should become due to him from the company. Each 
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property was charged by a memorandum of deposit in 
respect of the whole debt. Thereupon Mr. Wood executed 
his guarantee for £5,000 to the bank. The company went 
into liquidation about eight months later, and Mr. Wood 
became liable for the full amount of the £5,000 on his 
guarantee; whereupon he claimed the benefit of his 
securities giv en him by the Smith family in respect of 
the company’s debt which he was liable to pay up to 
£5,000. Seven of the Smiths who had given him the 
charge on their title deeds disputed his claim and sued 
for a declaration that they were discharged from 
liability to Wood by reason of the fact that all the Smiths 
who had charged their individual payments to Wood 
were co-sureties for the debt of the company, and that 
as he had released one of them without the sanction of 
the other depositors, they were all discharged from 
liability to him. It seems that two months after the 
deposit of the deeds Wood had been prevailed upon by 
one of the Smiths to let her have her deeds back so as to 
enable her to raise money, and she had thereupon mort- 
gaged her property to a building society. The memoran- 
dum of deposit by the whole of the Smith family in 
respect of their individual properties was so worded as to 
make them all co-sureties, and the learned Vice-Chancellor 
held, therefore, that the release of one without the 
consent of all operated to discharge all. The Court of 
Appeal (Lord Hanworth, M.R., and $ Sankey and Russell, 
L.JJ.) upheld this decision, holding that the release of 
one property increased the risk of the creditor coming 
down on any other property for payment of the whole 
debt, and also affected the right of the owner of that 
property to have the debt marshalled so as to fall rateably 
on all the properties charged. There was a change in 
the bond connecting the co-sureties inter se, and the 
principle of Holme v. Brunskill (1877) 3 QO.B.D. 495 
applied, and all the depositors were discharged. 

Mr. Justice Maugham, in the Chancery ‘Division, has 
had to consider a case of the validity of a floating charge 
issued within three months of winding up, and, following 

sarlier cases, has given what we think can but be regarded 
as a sensible interpretation of section 212 of the Companies 
(Consolidation) Act, 1908, in regard to what is the meaning 
of cash paid “at the time of and in consideration for 
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the charge.’ This subject is generally of interest to 
bankers, and this latest illustration of the working of 
the section calls for notice. The case in question, Jn 
ve F. and E. Stanton, Ltd., revealed the following facts. 
On November 23, 1925, the selling agents of the com- 
pany’s products agreed to lend £5,000 to the company, 
when told the company was temporarily short of cash, 
on the security of debentures to form a floating charge 
on the company’s property. This agreement was subject 
to the managing director obtaining elsewhere an advance 
of £10,000 in addition. Accordingly, on November 27 
the company in ordinary general meeting passed a 
resolution to issue £15,000 7 per cent. debentures, and 
on December 1 these debentures—fifteen in number— 
were prepared, but were not issued (save as hereinafter 
explained). During November and December the selling 
agents advanced all the £5,000 except £200, which latter 
sum was paid by them to the company on January 16, 
1926. In each case the selling agents’ cheques were 
stated to be on account of the {£5,000 debentures to be 
issued as agreed. It seems that the managing director 
was never able to obtain the extra £10,000. Over and 
over again during November, December, and January 
the selling agents applied for the issue of their debentures, 
but owing to the inability to obtain the £10,000 the whole 
issue was postponed. All the £5,000 (save the £200) had 
been advanced by the selling agents by December 22, 
and they were quite unaware that the company was on 
the verge of liquidation. On January 21 it was finally 
known by the company that the £10,000 could not be 
obtained, and on that date five of the debentures were 
executed to the selling agents for their £5,000. Four 
days later, on January 25, 1926, the company went into 
liquidation. And at the end of 1927 the liquidator 
claimed to have the selling agents’ debentures, issued 
in the above circumstances, declared invalid on two 
grounds : (1) That they were void under section 212 as 
being floating charges created within three months of 
the commencement of the winding up (since it was not 
proved that the company, immediately after the creation 
of the charge, was solvent) except to the amount of any 
cash paid to the company at the time of or subseque ntly 
to the creation of, and in consideration for, the charge; 
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and (2) under section 210 applying the provisions as to 
fraudulent preference in a bankruptcy to the case of a 
company being wound up. 

The question to be decided, therefore, was whether 
the moneys advanced by the selling agents were advanced 
at the time of the creation of the debentures or subsequent 
thereto, and as the consideration for the charge. For if 
the judge found that question in the affirmative there 
was no question of fraudulent preference under (2), and 
it was, of course, an answer to (1). Now, as Mr. Justice 
Maugham pointed out, there could be no doubt about the 
insolvency of the company when the debentures were 
created, nor that the debentures were created only a 
few days before liquidation. Consequently the deben- 
tures were void unless they could be shown to be security 
for cash paid to the company at the time of or subsequent 
to their creation and in consideration for the charge. 
This has been held to be a question of fact—n re Colum- 
bian Fireproofing Co., 1910, 2 Ch. 120—and it was also 
held that a payment made on account of the consideration 
for the charge, and in anticipation of its execution, and 
in reliance on a promise to execute it, although mz ade 
some days before its execution, is made “‘at the time of” 
the creation within section 212. In this case the question 
was whether so long a time elapsed between the payments 
in reliance on the promise to issue debentures and the 
date upon which the debentures were actually issued 
as to operate to prevent the exception in the section 
from applying. Two cases afforded the learned judge 
some guidance—in ve Olderfleet Shipbuilding Co. (1922), 
Irish Rep. 26, and 7m re Nathan, Hope and Son, Ltd., an 
unreported case in which the late Mr. Justice Romer 
allowed the exception to apply in a case where there 
was actually sixty-seven days’ delay. Applying these 
guides, Mr. Justice Maugham decided that as the del: Ly 
in this case had not been acquiesced in by the debenture 
holders, he came to the finding in fact, in all the circum- 
stances, that the sums advanced were paid “‘at the time 
of’’ the cree@tion within section 212 and in consideration 
for the charge, and that the liquidator’s application 
therefore failed. In applying this decision our readers 
must remember that each case must depend on its own 
facts, and that the decision of Mr. Justice Maugham is 
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merely a guide to the way in which the courts regard 
the matter on the particular facts found. 

The same learned judge, Mr. Justice Maugham, has 
also decided another interesting point in company law, 
upon a claim of the Crown in the cases of dissolution of 
companies where a new point of practice arose. In future 
where it is sought to dissolve a company under section 223 
of the Companies (Consolidation) Act, 1908, or where an 
application is made under section 242 (6) of the Act 
under which the name of a company which has been 
struck off the register can be restored to the register, the 
Crown must have notice. The learned judge held that 
as on a formal dissolution of a company the whole of its 
undistributed assets passed to the Crown as bona vacantia, 
an order under section 223 divested the Crown of its right. 
Therefore such an order should not be made without 
notice being given to the Treasury solicitor in order that 
he might consider whether the Crown ought, or ought 
not, to be represented at the hearing of the motion. 
The position under section No. 2 (6) in cases where there 
were undistributed assets appeared to be the same, and 
the same practice ought to be adopted. 

In the case of Cottage Club Estates, Lid., v. Woodside 
Estates Company (Amersham), Ltd., decided by Mr. 
Justice Wright, as reported in a recent volume of the 
Law Reports—(1928) 2 K.B. 463—a point upon the 
effect of an assignment to a bank by virtue of the Law of 
Property Act, 1925, section 136 (1), was decided which 
we ought to record. A contract between builders and 
owners for the erection of certain houses was the subject- 
matter. The builders by deed of mortgage assigned 
‘‘all moneys due or to become due under the contract” 
to their bankers as security for an overdraft, and due 
notice of this assignment was given to the owners. On 
the completion of the houses a dispute arose as to the 
amount payable to the builders, and under an arbitration 
clause in the contract was taken to arbitration between 
builders and owners. On the actual figures the arbitrator 
found that there was an amount of £488 due from the 
owners to the builders, but the owners raised a powerful 
technical point. Whatever the actual amount found to 
be due, they contended that the builders could not 
maintain their claim because under the assignment and 
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notice their rights had passed to the bank by virtue of 
the Law of Property Act, section 136 (1). In that state of 
facts the arbitrator awarded £488 to the builders, but 
subject to a special case raising the owners’ contention 
above, which contention, if upheld, meant that the 
builders could recover nothing, their rights having passed 
to the bank. The section in question transfers in law 
to the assignee from the date of the notice (a) the legal 
right to the debt; (4) all legal and other remedies for the 
same ; and (c) the power to give a good discharge for the 
debt without the concurrence of the assignor. 

It was argued for the owners that the bank by the 
assignment got not only the legal right to the debt, but 
the right to arbitrate under the contract, “other 
remedies ’’ including such right. In any event, if the 
right to arbitrate were not transferred, the legal right to 
recover vested in the bank and left no right to recover, 
even by arbitration, in the builders. On the contrary, 
said the builders, the right to arbitrate being a personal 
covenant did not pass by the assignment which left 
them (the builders) the proper parties claiming in the 
arbitration. Nevertheless, having arbitrated to ascertain 
the sum due, the award was valid, and could be enforced 
by the bank either by action or by summons to enforce 
the award which the builders could not do by reason of 
the assignment. They argued that the award was valid, 
and that the section merely directed that payment should 
be made to the bank instead of the builders by virtue of 
the assignment. 

The learned judge held that the right to arbitrate was 
a personal covenant and did not go with the assignment. 
What was assigned was an unquantified debt—the debt, 
not the right to quantify it by arbitration. He did not 
agree that the arbitrator was bound as between owners 
and bankers to quantify that unascertained debt. The 
arbitrator was bound to give effect to all legal con- 
siderations, and in this case the builders had divested 
themse ves of their right to claim the debt. He was 
wrong, therefore, in awarding anything, and his award 
for the £488 was bad on the face of it and must be set 
aside. The builders had assigned the moneys they 
claimed to the bankers, who were not before the 
arbitrator, nor a party to the arbitration nor the 
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arbitration clause. It is said that an appeal was entered 
against this judgment but was not proceeded with. It 
is clear that in the face of this judgment the builders 
could not have given a legally good discharge for the 


debt, and if the award had been given effect to by order 


of the court the owners would have been compelled to 
pay the debt to persons who were not, owing to the 
assignment, then their creditors, and would have been 
liable to pay the amount over again to the bank and 
could not plead fulfilment of the award as any defence to 
a claim on the part of the bank. Apparently it follows 
from this decision that the bank should in circumstances 
similar sue the building owners by action at law. 


German Banking 
By Our Berlin Correspondent 
C)* September 29 the General Council of the 


Reichsbank unanimously re-elected Dr. Hjalmar 

Schacht president of the bank. As a result, 
Dr. Schacht’s period of office, which would have expired 
on April 11, 1929, is prolonged for four years. The 
decision of the General Council came as a complete 
surprise to the public since no notice of the election had 
been previously given. That the Reichsbank should 
have settled the matter so early is probably due to the 
formal necessity of clearing the ground before the 
impending reparation discussions. The re-election of 
Dr. Schacht has been beyond doubt for a long time. It is 
characteristic that his keenest opponents have com- 
mented on the election without rancour. Of course, 
the Socialist Press, which next to the “ Frankfurter 
Zeitung ’’ has waged the fiercest war on Dr. Schacht, 
might have greatly embarrassed its minister in the 
Government since the present Finance Minister is the 
Social Democrat, Dr. Hilferding, who only a year ago 
openly attacked Dr. Schacht in the Reichstag, and now 
has to submit the legally-prescribed confirmation of the 
vote of the General Council to the President of the 
Republic. Of course, this subsequent and complete 
abandonment of its former standpoint by the Opposition 
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is of no importance, but it is interesting that even the 
Opposition regards the personality of Dr. Schacht as 
indispensable to the currency, financial, and reparations 
policy of Germany. 

Criticism of Dr. Schacht’s policy took exception to 
three things. Firstly, his opposition to foreign loans; 
secondly, his opposition to excessive expenditure by the 
municipalities; thirdly, his opposition to the excesses 
of Bourse speculation. The policy of the Reichsbank 
was not always characterized by happily phrased argu- 
ments, nor by skilled methods of control, but on all three 
questions it was right and proved right. 

The campaign against excessive foreign loans was 
primarily based on reparations policy, but it was also 
governed by the consideration that an industry of the 
size and complexity of German industry should not be 
dependent on the fluctuations of foreign capital markets. 
The developments in the New York money market 
during the last few months have fully justified this 
consideration; the stagnation of the American issue 
market was very inconvenient for Germany, even though 
a policy of reserve had already been imposed in previous 
months. The campaign against the heedless financial 
policy of the municipalities had the fortunate effect of 
bringing about a revision of expenditure programmes. 
Without the campaign of the Reichsbank, the Govern- 
ment could certainly not have obtained the authority 
to effect this result in so short a time. Finally, with 
regard to Bourse speculation, the way in which the 
credit restriction was announced on the famous “ Black 
Friday,’ May 13, 1927, was admittedly no masterpiece, 
but the advantage of the result was much greater than 
the harm which it seemed to have caused at the time. 
It pre erved the Bourse from a much heavier collapse 
which the excesses of those weeks would have undoubtedly 
brought about, and it gave the Berlin Bourse, which very 
quickly recovered from the setback, a much sounder 
basis than it previously had. In fact, in spite of all the 
criticism to which he has been exposed, not only on the 
part of Socialists and burgomasters, but also of indepen- 
dent economists and even his personal friends, Dr. Schacht 
has never lost the confidence of responsible industrial 
and banking circles. He has strengthened his personal 
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credit and the credit of Germany abroad all the more as 
he has opposed the currents of popular errors. 

The impending reparation discussions are so far 
without influence on the money market, the Bourse or 
industry. The latter are dominated by the great labour 
conflicts threatened in West Germany. In the West 
German iron industry wage agreements expired at the 
end of October and the trade unions are demanding a 
general increase in wages of not less than 15 pfennigs per 
hour. As is well known, a severe conflict in the iron 
industry was only avoided with great difficulty a few 
months ago. At that time the eight-hour day law had 
to be carried into effect and the workers demanded an 
increase to compensate them fully for the reduction in 
working time. With the greatest difficulty the outbreak 
of a conflict was avoided, which, in its dimensions and 
consequences, would easily have approached the English 
coal dispute of 1926. This danger has now arisen for a 
second time. The owners have declared themselves 
unwilling to grant not only the demands of the unions, 
but any wage increases at all. The position has changed 
definitely for the worse in the last few months. The 
United Steel Works showed, at the end of September, a 
decline in unfilled orders of about 40 per cent. Of 
course, world prices have risen in the last few months; 
but at the same time the relation between home and 
foreign sales has shifted in favour of exports. Since 
the German iron works only obtain profits from their 
sales in the protected home market, their total receipts 
have considerably declined and the prospects for the 
immediate future are, as the decline in new orders 
indicates, still unfavourable. But the atmosphere of the 
negotiations will be rendered still more critical because 
the employers believe that the time has come to make an 
end to the uninterrupted wage increases which have 
occurred since 1924. They are therefore again threaten- 
ing a complete stoppage of the works unless an agreement 
satisfactory to themselves is reached. The Government 
has again appointed an arbitrator, as prescribed by law, 
who will give his decision after an examination of all the 
data. But whether the Government will declare it 
binding is still very uncertain. The arbitration system 
has more and more developed the disadvantage in the 
last few years in that the contesting parties have put 
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forward irresponsible demands, relying upon the fact that 
the Government would intervene. It is doubtful whether 
the Government will relieve the parties of the responsibility 
this time and, above all, whether the industry is prepared 
to conform to a wage decree which imposes new sacrifices 
on it. 

Meanwhile, the prices of ali coal and iron shares are 
steadily falling on the Bourse because of unfavourable 
news concerning dividend prospects in the near future. 
In the case of the Harpener Coal Co., the largest coal 
concern in Germany, with an output of nearly ten million 
tons, it has already been reported that the current year 
will be dividendless, although the last balance sheet 
showed large bank balances in hand. The quotation, 
which had risen to 278 as late as 1927, has recently fallen 
to 135—that is to say, by one half. A reduction of 
dividends is also feared in the case of Hésch and of 
Klockner. The following table shows the movement 
since 1927 of the most important mining shares. 

Highest in 1927 Oct. 22, 1928 

Hésch .. as os 230 128 

Kléckner = axe 199 109 

Mannesmann .. we 247 125 

United Steel Works... 1605 93 

It will be seen that quotations have nearly halved 
while the general security index (calculated by the 
“Deutsche Volkswirt’’) has only fallen from 204 to 159. 

The Bourse is also greatly perturbed by the continued 
crisis in the automobile industry. The shares of the 
largest automobile company, the Daimler-Benz, have 
fallen to 80; a few months ago they stood at 120. The 
shares of the Neckarsiilmer Co. have plunged, in the same 
period, from 110 to 30, and N.A.G. from 108 to 55. It is 
understood that with a few exceptions all automobile 
concerns will go without dividends for 1928. The hopes 
of an automobile trust, with Daimler-Benz as the nucleus, 
for which the Darmstadter Bank in particular has for a 
long time striven, have miscarried, and a number of under- 
takings will have to reduce their capital and ask for 
concessions from their creditors. Next to the mining, 
wagon and locomotive, and shipping industries, the 
automobile industry is one of the critical points of the 
German business situation, and its-troubles will occupy 
the public mind for a long time yet. 
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Financing Industries 


HE weak point of our financial organization before 

the war was the almost complete absence of an 

adequate apparatus for raising capital to meet 
requirements of our home industries. The current 
requirements of our industrial and commercial enter- 
prises were, of course, well looked after by the commercial 
banks. Unlike the corresponding class of banks in certain 
Continental countries, however, they confined their 
activities to short-term self-liquidating credits. The big 
Issuing Houses were also, generally speaking, uninterested 
in the flotation of industrial shares. Their activities 
consisted mainly of the issue of foreign Government and 
corporation loans, railw ay issues, and the debentures of 
leading industrial enterprises. The task of issuing 
industrial shares was left to the promoters or the com- 
panies concerned, and to a number of comparatively 
small finance companies. 

This situation was anything but satisfactory. Fre- 
quent complaints were heard ‘that, while in Germany 
industrial enterprises received powerful support from the 
big commercial banks, in this country banks took no 
interest in our industries. The defenders of our banking 
system replied to these criticisms that it is an unsound 
policy for a commercial bank to demobilize its resources 
by taking participations in industrial concerns. The 
rejoinder ‘of the critics was that in the case of Germany 
the experiment proved most successful. In spite of the 
occasional losses suffered by the leading German banks 
as a result of their industrial ventures, in the long run 
they worked out highly profitable, and at the same time 
were responsible for the spectacular development of 
German industries before the war. 

The fact is that conditions were altogether different 
in Germany from this country. While our industries were 
already highly developed, there was in Germany a fair 
scope for further quick development. For this reason 
the chances of successful industrial promotion were much 
more favourable in Germany than in this country before 
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the war. Moreover, in other countries, such as France, 
for instance, industrial banking proved to be a failure in 
the course of the latter part of the nineteenth century. 
And, last but not least, banking systems are built up 
on traditions and their fundamental principles cannot be 
changed overnight. 

There is an intermediate stage between the German 
system of industrial banking and the British system of 
commercial banking, i.e. the banks may participate in 
the issue of industrial shares without having to take any 
lasting participation in the enterprise. The system of 
underwriting safeguards them against being compelle d 
to carry too large a proportion of the shares against their 
will. Our banks, however, are unwilling to take any 
active interest in the issue of shares. All they are 
prepared to do for industries is to lend their technical 
organization for the issue of shares, without assuming 
any responsibility whatsoever as to the result of the 
offering. There is much to be said for and against this 
attitude. As our financial system is based on the 
principle of specialization and division of labour, 
it is obvious that the solution consistent with this 
principle does not lie in a change of the attitude of the 
commercial banks, but in the development of a category 
of financial institutions, specializing in the issue of 
industrial shares. 

The reserved attitude of the big Issuing Houses is 
less understandable than that of the commercial banks. 
The explanation put forward most frequently is that the 
amount of any single industrial issue is in most cases 
far too small to attract the interest of Issuing Houses 
accustomed to carry out transactions running into seven 
figures. Another explanation is that as most of these 
Issuing Houses are of old standing, they are reluctant 
to risk their reputation by issuing speculative securities. 
This latter argument scarcely holds good any longer. 
During the war a number of foreign Government bonds, 
regarded as first-class security before the war, went into 
default. Several of the defaulting debtors have not yet 
assumed payment, while in many other cases the bond- 
holders have had to accept a considerable reduction of 
their claims. The discrimination between Government 
bonds and industrial shares is, therefore, no longer as 
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pronounced as before the war. In spite of this most of 
our old Issuing Houses remain reluctant to handle share 
issues, except in the case of transactions of a first-rate 
magnitude. 

The development of a number of firms specializing 
in the issue of industrial securities was, therefore, justified 
by necessity. An opportunity for this development was 
provided by the boom in the industrial market, which 
made profitable the flotation of industrial shares and 
provided activity for a number of firms. 

Admittedly, many of the newly-established firms are 
anything but sound. As is always the case on the occasion 
of booms, a number of mushroom firms have sprung up to 
take advantage of the indiscriminate demand for certain 
categories of shares. Many of these firms are likely to 
disappear after the boom is over. It is hoped, however, 
that a number of newly-established Issuing Houses will 
be of a permanent character. The exceptional profits 
obtained as a result of the boom will have the beneficial 
effect of strengthening their situation and enabling them 
to carry on activities during the lean years which will 
undoubtedly follow the present boom. 

The function of an Issuing House is to act as inter- 
mediary between the enterprises requiring capital and 
the organizations through which investors can be ap- 
proached. Apart from the largest firms, Issuing Houses 
are not as a rule in direct contact with the public. They 
have to avail themselves of the services of joint-stock 
banks which offer their facilities for the flotation, and 
which, by the possession of a great number of branches, 
are in an exceptionally good position to reach the widest 
possible circle of investors in London and in the provinces. 
What, then, it may be asked, is the use of creating 
between investor and industrial enterprise yet another 
middleman, whose commission, which varies very widely 
according to the type of shares to be issued, adds to the 
by no means inconsiderable expenses of the flotation ? 
The flotation of an issue is highly complicated and 
requires a thorough and expert knowledge. There are 
innumerable technicalities to attend to. It is much 
easier for an experienced firm to deal with banks, brokers, 
solicitors, underwriters, advertising agents, etc., than for 
an industrial enterprise, which has practically never had 
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any dealings of that kind before. It is reasonable to 
assume that the amount saved through the expert 
knowledge of the Issuing House is at least equivalent to 
the amount of profit it earns for its services. The Issuing 
House, moreover, relieves the promoter of the enterprise 
of the responsibility attached to the issue. Once the 
transaction is concluded, the company in need of capital 
is certain to obtain the full amount required, subject to 
the reduction of the expenses fixed in advance. The risk 
of the issue is borne by the Issuing House, which is, of 
course, at liberty to pass on part of this risk to under- 
writers. As in some cases it is impossible to cover the 
whole amount with underwriting, the Issuing House is 
on such an occasion compelled to bear the uncovered 
part of the risk itself. 

Certainly not the least of the services rendered by an 
experienced Issuing House, which is in constant touch 
with the market, is its choice of the right moment for the 
issue of shares. Although much depends on factors over 
which no single firm has control, and which cannot be 
foreseen, the chances are that the choice of the time of 
issue will be more favourable if it is decided by an 
Issuing House than if it is decided by an industrial 
firm. And, finally, the judgment of an Issuing House 
as to the form in which an issue should be presented 
so as to have the maximum appeal to the public is of 
great value. 

It is thus obvious that the existence of the number of 
well-established Issuing Houses specializing in the flota- 
tion of industrial shares is of great importance from the 
point of view of the development of our industries. 
They do not compete with the existing old-established 
Issuing Houses, most of which take no interest in small 
industrial issues. They are useful customers to the com- 
mercial banks whose role in the flotation of shares is not 
in any way affected by the development of this class of 
firm. It cannot be sufficiently emphasized, however, 
that discrimination is of the greatest possible importance. 
Those firms which lend their facilities indiscriminately 
to issues of a doubtful character are unlikely to survive 
the boom. It is to the interest of an Issuing House to 
scrutinize the proposals received and to safeguard the 
interests of the investing public. 
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* Daily averages, based on weekly or monthly returns. 2 ‘‘ Country ” clearings at London 
Clearing House. * Up to June 1926 ten clearing houses, thereafter eleven. * Total clearings 
(London “‘ Country ” and Provincial) adjusted, for comparative purposes, by application of 
Board of Trade index number of wholesale prices (1924=100). ° Average of four or five weekly 
returns. ° Reprinted by courtesy of the London and Cambridge Economic Service. 
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National Federation of Iron and Steel Manufacturers. 


Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE 


Wholesale 1 |Wholesale Wholesale| Cost of Wholesale Cost of 
Cost of (Depart- (Reichs- Living (Statis- Living 
Living ment of bord) (Reichs- tique (Statis- 
Board of “ Statist’ “ Econ- Ministry Labor) bord) Générale) tique 
Trade omist” (of Labour) Générale) 
July July 2 1913/14 July 
1913=100 1913=100 1914=100 1914=100 | 1926=100 1913=100 =100 1913=100 = 1914=1 


1925 
JULY ie 06° 58° 3°32 d 104°6 
AuGustr .. | 196°% 58° 37s 104°2 i 
SEPTEMBER 55° ° “6 D 103°7 25° “¢ 555° 401 
OCTOBER.. 53° 3° 8° 5 103°6 23° 3° g 421 


, 1926 ows 
JULY an P “2 57° 99°5 
AuGuUST .. ‘ ‘ i 2 99°0 
SEPTEMBER 50°§ 50°6 5°: 99°7 
OCTOBER... 2° 54° 55° § 99°4 


1927-28 
JULY 
AUGUST .. 
SEPTEMBER 
OCTOBER .. 
NOVEMBER 
DECEMBER 
JANUARY... 
FEBRUARY 
Marcu 
APRIL 
May 
JUNE 
JULY 
AuGUST 
SEPTEMBER 137°6 


94°1 

95°2 

96°5 

97°0 
96°7 140°1 
96°8 139°6 
96°3 138°7 
96°4 137°9 
96°0 138°5 
97°4 139°5 
f 98°6 | 141°2 
165 97°6 141°3 
165 98°3 | 141°6 
165 98°9 | 141°5 
166 139°9 


BS HA3 05 9.0001 0005 00 ead 
WAR AIAG MOA AS 


Pt et pk hp hp fh hp hp 
Ot ee 
“2D he GO ST Or BO DD BS BD he BD Hm CO 
He OE Orb Or OO He Or tO ONO Orr 
eT et 
wee Gr OF Or Gr Gr Gr Gn Gr Gr Or Gr Gr Gr Or 
KS Pe te It ie BO et Oo he Or 100 > 
eh feed feet he ehh ed ph hf hf 

Sr Or Gr Or Ot Or Or Gr Gr Or Gr Gn 
REN SSeCOMOONG 


620°0 


* The indices, which are for the 1st of the month, are entered for the previous 


month to facilitate comparison. 


® The average for 1926 on the old base (1913=100) was 151°1, but the two sets 
of indices are not strictly comparable. 
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Bank Meeting 


ANGLO-SOUTH AMERICAN BANK, LIMITED 


PROGRESS TOWARD CONSOLIDATION OF INTERNATIONAL AFFAIRS 


BRITISH TRADE 


HE fortieth annual general meeting 
of the Anglo-South American Bank, 
Limited, was held, on October 16, at 


Winchester House, London, Mr. R. J. Hose 
(the Chairman) presiding. 


The Chairman, referring to his retirement 
from the position of managing director, said 
he need hardly assure the shareholders that 
it was only after the most deliberate—and, 
as he endeavoured, impartial—consideration 
of all the circumstances that he reluctantly 
arrived at that decision, to which he was 
mainly led, however, by the fact that, 
fortunately, at the moment when he felt it 
incumbent upon him to relax somewhat from 
the heavy strain of daily executive duties, 
he had beside him one who, he was quite 
satisfied, could with every reliance be called 
upon to bear such burden. Mr. W. E. Wells 
(formerly general manager), who was_ suc- 
ceeding him, had grown up in the bank, and, 
by reason of his intimate practical experience 
of the company’s business abroad, combined 
with proved ability and sterling character, 
his fellow-directors had every confidence in 
the future conduct of affairs 


During the past year further definite pro- 
gress had undoubtedly been made towards 
the consolidation of international affairs upon 
a more stable basis. In this connection the 
recently-signed Peace Pact was of primary 
importance, while, in their own more imme- 
diate sphere of operations, he was happy to 
be able to refer to the resumption of diplo- 
matic relations between Chile and Peru. A 
further most important factor contributing 
towards economic stability was that prac- 
tically all the important countries had now 
linked their monetary systems to the gold 
standard. 


BRITISH OVERSEAS TRADE 


With regard to the outlook for British 
foreign trade, there appeared justification for 
a reasonable measure of optimism, and it 
was satisfactory to observe the growth in 
value of our total exports during the current 
year to date, although the figures for Septem- 
ber were not so good as in the preceding 
months. It was gratifying also to notice the 
indications of improved relations between 
capital and labour, as exemplified by co- 
operation in the recent institution of joint 
conferences to examine into the fundamental 


IN LATIN AMERICA 


bases of industrial organization and _ the 
mutually inter-dependent interests of em- 
ployers and employed. Further, it was of 
importance that the Chancellor of the 
Exchequer was able, in his last Budget 
speech, to announce a scheme for the relief 
of industry from part of the burden of local 
rates. At the same time, there appeared 
little doubt that certain fundamental changes 
were at present in progress here. As in all such 
periods of transition business conditions were 
difficult, and the final outcome as affecting 
some of our basic industries was still obscure 
The causes contributing to this state of 
transition were many, but chief among them 
appeared to be the ever closer application of 
mechanical and scientific developments to 
industry, as well as the growth of manufac- 
turing power in many of the markets for 
our staple products. In the latter connection 
the large proportion of the increase in our 
exports represented by machinery was not 
without significance in its ultimate bearing 
upon the demand for British manufactured 


goods. 


To mention one only of our main export 
lines, there could be little doubt that our 
textile trade had been permanently affected 
by the fact that many countries now produced 
excellent cloths of local manufacture. In 
addition to already well-known examples ol 
this tendency in our own territory, he was 
now informed that a Fair of Peruvian 
Industries recently held in Lima was chiefly 
remarkable for showing the progress made in 
local manufactures of cotton, woollen, and 
silk goods, while in Ecuador the textile 
import trade with Lancashire was _ being 
seriously affected by the progressive output 
of mills, equipped with up-to-date machinery, 
which had been established in the Republic 
The range of goods manufactured in the more 
developed South American countries was now 
surprisingly comprehensive. Having regard, 
therefore, to this process of industrialization 
in countries formerly entirely dependent upon 
foreign sources for manufactured goods, 
there was all the more reason for our mer- 
chants and manufacturers continually to pay 
the closest attention to variations in the 
conditions of their markets abroad, and, im 
view of the extreme competition to which 
they were now opposed, to study marketing 
requirements in all details, such as, for 
instance, quoting in the language and the 
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standards of measurements, etc., with which 
their customers were normally familiar. 


CONDITIONS IN SOUTH AMERICA 

Generally speaking, the twelve months in 
South America had been characterized by 
continued economic and commercial progress 
in many directions, and the importance with 
which an increase in transport facilities was 
regarded was shown by the fact that the 
principal States had in view large programmes 


of road construction in addition to other 


public works of prime necessity to future 


development : 

Referring to Argentina the Chairman said 
that general opinion in the Republic was 
that, under the new Government, the future 
would witness a continuation of ordered 
commercial and industrial progress which, 
indeed, at present promised to be of an out- 
standing nature. The over-trading and 
insecure methods of business observable in 
some directions in the import market during 
the past few years had been definitely cor- 
rected, while values were now upon an 
established gold parity basis. To sum up, it 
was difficult to find any adverse factor in 
the present general economic situation of 
Argentina. The country enjoyed a very con- 
siderable measure of prosperity, the national 
revenue exceeded expenditure, and further 
enhancement of the Republic’s wealth might 
be anticipated. 

The trend of affairs in Chile a 
enabled him then to express optimism in the 
future of the Republic, which had _ been fully 
justified by subsequent events. The main 
efforts of the Government had been directed 
towards the two outstanding problems of the 
restoration of equilibrium in the national 
accounts and the rehabilitation of the nitrate 
of soda industry. 


In Peru undoubted recovery has been made 
from the depressed conditions ruling during 
1925 and 1926. The prospects of an expan- 
sion in industry and commerce are, on the 
whole, brighter, given a reasonable period of 
good crops of cotton and sugar and favourable 
markets. Mining activities have continued 
on an increasing scale, and great oppor- 
tunities for expansion exist in this direction. 
The exchange value of the currency has been 
occupying the deep attention of the Govern- 
ment, and de facto stabilization at around 
20 per cent. premium on the £ sterling as 
compared with the Peruvian pound has now 
been effective since May last. 


year ago 


I am glad to be able to report that satis- 
factory progress has been made by those 
branches which we opened two years ago at 
the places where the Commercial Bank of 
Spanish America was formerly established. 
The general economic situation in Colombia 
is satisfactory. The demand for coffee is in 
excess of the available supplies, and there 
are indications that the approaching crop 


will be normal and of good quality. The 
Government of Ecuador has pursued a pro- 
gressive legislative programme, including 
reorganization of the Customs and banking 
laws, whilst the production of coffee is 
steadily developing and is offsetting to an 
increasing extent any tendency towards a 
lower production of cocoa. It is particularly 
satisfactory to observe the remarkable 
headway which continues to be made in the 
development of the vast natural oil resources 
of Venezuela. It is estimated that the 
output during the current year will exceed 
100,000,000 barrels, which would place that 
Republic second only to the United States 
of America among the world’s largest oil- 
producing countries. 
THE YEAR’S RESULT 

Continuing, the Chairman said that the 
main feature of the balance sheet now 
submitted was that the total figures were 
considerably larger than those of a year ago, 
this being accounted for to a very con- 
siderable extent by the fact that the directors 
had further pursued the policy of con- 
solidation of the bank’s interests at home 
and abroad, having taken over the Argentine 
business of the British Bank of South 
America as from December 1, 1927, and also 
the London business of that bank as from 
January 1 last. The process of stabilization 
had inevitably involved some reduction in 
interest rates in the countries where the bank 
operated, with a consequent narrowing in the 
margin of their earnings, but the normal 
increase in their business had been more than 
sufficient to cover such shrinkage. At the 
same time that they found their margin of 
earnings tending to decrease, the banking 
legislation, now operative in many countries, 
as also the social law enforced there, neces- 
sitated a continued increase in expenses. In 
these circumstances’ shareholders would 
realize that it was only by the most rigid 
adherence to a policy of economy, and by 
consistently studying the most up-to-date 
methods of business efficiency and adopting 
them where best calculated to serve such 
policy, that the directors were able to show 
that the earnings had expanded at a greater 
pace than the expenditure, resulting in a 
small increase in net profits. There had been 
some benefit to the bank in having taken over 
the business of the British Bank of South 
America in the places mentioned, although 
this had been of too recent occurrence to have 
made much impression.zipon the figures now 
under review. Sincé the date of the accounts 
they had absorbed the business of the British 
Bank in Uruguay, the latter’s operations 
being now confined to Brazil. 


The report and balance sheet were adopted, 
and a final dividend of 5s. per share, less 
income tax, was declared payable on 
October 22. 


Q 
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Of finest quality fur felt. Hand shaped Made of superfine fur felt, perfect in style 
and finished in four widths of brim. Most and correct in detail, this model is ideal for 
popular for town wear. all occasions. In Buff and shades of Grey. 
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SILK HATS 
Few things yield a greater return in 
effectiveness than a well-chosen silk hat. 
Made in three widths of brim. 


40/- 46/- 50/- 
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THE UNDERWRITER 


An Insurance Diary 


HOME FIRE LOSSES FOR NINE MONTHS 
These are £5,633,000, compared with {4,610,000 for 
1927, an increase of over {1 million. Both August and 
September were very bad months. 


MARINE UNDERWRITING 
Business continues unsatisfactory. Cargo insurance 
has not yet been put on a proper footing. 


INSURANCE UNDERTAKINGS BILL 
Sir Laming Worthington-Evans said recently that 
this measure, drafted in 1927 by the Departmental 
Committee, had not the slightest chance of passing into 
law before the general election. 


CREDIT INSURANCE 

It was pointed out in the March UNDERWRITER that 
banks could not discount bills on the security of a policy 
covering credit unless two conditions were fulfilled : 
payment on default without waiting for ascertainment 
of loss, which may take months to arrive at; and validity 
of the policy in the hands of the bank (though not of the 
insured) in spite of misstatements or fraud. Until this 
was done, though such a policy might cover the insured 
against ultimate loss, it would not enable him to obtain 
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the indispensable finance. This has now been met, both 
by the Trade Indemnity Company, Limited, and by the 
Governmental Export Credits Department. The Trade 
Indemnity Company have announced that they are now 
granting policies payable within three months of maturity 
of a dishonoured bill, and valid under all circumstances 
in the hands of a bank. 


A TORNADO IN LONDON 


A tornado of the tropical type visited London on 
October 22. Though it lasted only half a minute, and was 
extremely local, running north- eastwards from the eastern 
half of Piccadilly through Soho to Bloomsbury, it did 
great damage. ‘Plate- -glass windows were smashed, a 
taxi-cab was blown across the street, chimneys and 
tiles fell, roofs collapsed, and at least one building was 
destroyed : 

SIR JOSEPH BURN 

Sir Joseph Burn gave a remarkable presidential address 
to the Insurance Institute of London on October 7. The 
following bold and arresting simile should be read widely, 
illustrating as it does in a striking form the national 
necessity of insurance : 

If rich men still owned slaves and one died uninsured, the 
immediate and direct loss would fall on the owner. If that slave 
was a man with a wife and children, the owner, having suffered 
one loss, would not be so foolish as to risk the loss of the woman 
and children by not keeping them alive and capable of work. 
What happens now there are no slaves ? Poor men still work for 
rich men and, although nominally free in some respects, their 
condition is no better; indeed, in one important respect it appears 
to be worse, for when a working man dies leaving a wife and 
family there is too often no one who is immediately and directly 
responsible for their well-being. The result of this, if carefully 
followed out from the economic point of view as regards the 
community, appears to me most remarkable. 

What would one think of the business-like and capable slave 
owner who, when a man slave died, at once set to work to make 
violent and expensive changes in the circumstances of the widow 
and her children ? Suppose, for instance, he insisted upon his 
own daughters doing a lot of tiresome work for a bazaar; induced 
a lot of his friends to collect money (with most complicated 
arrangements for votes, etc.) in order to provide orphanages where 
the children could be maintained at three or four times the previous 
cost of keeping them. Suppose that he, at great loss as compared 
with the original cost, sold up their home and then, after a wasteful 
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interval of time, made arrangements for the widow to be engaged 
in some work of which she had no experience, disregarding her 
possible outstanding success as an economical housewife. and 
devoted mother. Suppose further, as a natural result of his crass 
stupidity, some of the family lost their health whilst others became 
criminals, and he, then, in a similarly blundering and exorbitantly 
expensive manner, paid directly and indirectly for hospitals and 
prisons. 
* * * 


The uninsurance or under-insurance of the working classes at 
the present time is providing similar results. That they are not 
so clearly seen is simply because the workers are no longer directly 
owned and their troubles and loss and tragedies are left to the 
tender mercies of the community at large, which still fails to see 
that by neglecting to help immediately when help is needed, by 
neglecting to help in the right way, the losses are multiplied many 
times over and then (as if the Devil had succeeded in making the 
utmost possible of his bad joke) the community itself pays for 
the total losses. 

RATES OF MORTALITY 
In his address to the Institute of Actuaries, Mr. A. 
Levine, the president, had some wise things to say about 
life insurance. Rates are in reality lower, often much 
lower, than existing mortality tables prescribe. An 


inquiry is being held into the recent experience of assured 
lives, with a view to premiums lower still. Much business 
is now done without medical examination, and we are 
approaching the time when those of the assured who are 
examined will be in a class by themselves 


FIRE LOSSES IN U.S.A. AND CANADA 
These were $227 million for the first nine months of 
1928, compared with $247 million for 1927. These are 
good figures, for 1927 itself was a year of low loss. But 
the results of the tornado in the West Indies and Florida 
are still to come. 


INSURANCE SHARE VALUES 

The ‘ Economist’”’ of October 6 publishes a table show- 
ing the present value of an investment of {1,000 made in 
1913 in each of twenty-five leading insurance companies. 
The General Accident shows the greatest increase, for 
{1,000 invested in that company would have been worth 
£7, 733 on September 30 last. The Legal and General 
comes next, at £6,120. These are remarkable figures, 
and what is equally remarkable is that the shares of the 





228 THE UNDERWRITER 





composite companies have recovered from the set-back 
due to marine losses in 1927. 


EMPLOYERS’ LIABILITY ASSURANCE CORPORATION 

It is rumoured that this corporation have disposed 
of their American connections. Built up in face of great 
difficulties and disappointment, these connections are 
now of substantial value to a buyer, and their sale will 
benefit the corporation and their shareholders. 


CABLE FIRE ON THE EMBANKMENT 

Dr. Waldo, the City Coroner, has concluded his 
inquiry into the cable tunnel fires which occurred on the 
Victoria Embankment on September 8 and 30. The 
jury censured the London County Council in terms of a 
severity such as is rarely applied to public bodies. They 
described the London County Council’s electric lighting 
system as obsolete and dangerous, told them that they 
had failed to take account of the damage done by flooding 
early this year, and condemned their method of testing 
and of inspection. 

TRAVELLERS IN SPAIN 

Compulsory insurance of railway travellers in Spain, 
announced in the October UNDERWRITER, has_ been 
postponed by Royal decree. Unexpected difficulties 
have arisen, and the time has proved too short to organize 
the scheme. 

HUDSON BAY ROUTE 

The realization of this dream, for it has been a dream 
until recently, will raise interesting problems of insurance. 
Will underwriters revise the North America agreement, 
which at present expressly excludes Hudson Bay and 
Strait? If so, what rate will they quote? Important 
questions, these, for it is claimed that the route will bring 
the Canadian corn belt one thousand miles nearer Britain. 


DECLINE IN BIRTH RATE 
The Board of Education state that there are now one 
million fewer children in elementary schools than there 
were before the war. : 
COST OF RHEUMATISM 
Sir Walter Kinnear, controller of the Health Insurance 
Department of the Ministry of Health, said recently that 
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rheumatism cost the country over £17 millions a year in 
insurance benefits and lost wages. 


AVIATION INSURANCE IN SPAIN 
Spanish insurance companies have followed the 
example of those in the United States and formed an 
aviation insurance pool. 


ACCIDENT INSURANCE IN U.S.A. 

The ‘‘ Economist ’’ for October 13 calls attention to the 
losses which all companies, British as well as American, 
have incurred in this business in the past. Even now, 
when results are better, of ten British companies only 
three made underwriting profits in 1927, whilst seven 
made losses. The total losses of the seven were £590,990, 
and the average percentage loss for the whole ten was 
2°2 per cent. 


PERSONAL 

Sir Joseph Broodbank has been appointed chairman 
of the Employers’ Liability Assurance Corporation, 
Limited, in succession to the late Sir Edward Ward. 

Mr. Owen Hugh Smith has been appointed chairman 
of the Provident Mutual Life Assurance Association, in 
succession to Mr. George Acton Davis, who is retiring. 

The Hon. Roland Dudley Kitson, D.S.O., M.C., has 
been appointed a director of London Assurance. 

Mr. Eric Brand Butler-Henderson has been appointed 
a director of the Northern Assurance Company, Limited. 

Mr. James Horace Lockwood, solicitor, president of 
the Bradford Law Society, has been appointed a director 
on the London board of the C entury Insurance Company, 
Limited. 

Sir Ernest Bain, K.B.E., has been given the honorary 
degree of LL.D. by Leeds University. 

The late Sir Arthur Moseley Channell, who was a 
Judge of the High Court until he resigned in 1911, was 
a director of the Legal and General Assurance Society, 
Limited. 

The death is announced of Mr. C. G. Arbuthnot, 
director of the Bank of England and of London Assurance. 

Mr. John R. Young, president of the Guardian Casualty 
Insurance Company of Buffalo, U.S.A., was recently 
killed in a motor accident. 
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The International Marine 
Insurance Union 
The Baden-Baden Conference 
By D. King-Page 


HEsixty-third conference of the International Marine 
Insurance Union was held at Baden-Baden on 
September 24 and 25, and while it is yet far too 

recent for any real estimate of its importance to be made, 
it is obvious that it will prove to have played a leading 
part in the development of projects from which much is 
expected in the future. 

In his presidential address, Mr. Axel Rinman, of 
Gothenburg, outlined what may be called a new policy 
for the Union. The annual report had called attention 
to the tendency of the members to form parties based 
on their national and local associations and institutes, 
and to hold less to their individual views. Mr. Rinman, 
in his address, appealed for the wholehearted support 
of those associations, irrespective of country, in their 
endeavours to bring about improvements in their home 
markets. Thus there comes into being a theory of a 
united world market composed of national and local 
associations, each working in co-operation and collabora- 
tion with the others through the medium of a central 
body such as the International Union It may be asked, 
where is the place of Lloyd’s in this united world market ? 
and it was a happy thought which prompted the president 
to ask Mr. Neville Dixey, who represented 0 ig 
Underwriters’ Association at the conference, to supply a 
least a tentative answer to the question. 

Mr. Dixey spoke without equivocation of the difficul- 
ties which prevent Lloyd's underwriters from taking part 
in the Union. A composite body made up of a number 
of individual members, each of whom does what seems 
right in his own eyes, cannot be expected to subscribe 
en bloc to the tenets of an organization composed of 
units of a very different nature. Nevertheless, Mr. Dixey 
was impressed by what he saw and heard, and publicly 











announced that on returning to London he would lay 


MARINE INSURANCE 





231 


before his fellow members a via media which had been 


suggested, and this 


“not with the cold impartiality of a 


judge, but with something of the keenness and enthusiasm 


of an advocate.’ 


The theory of representation by 


of by 
Farnsteiner 
“National 


individuals, 


Associations 


was further developed by Mr. 
in his speech on the transactions of the 
Committee,”’ 


instead 


Ph. 


markets, 


and a resolution 


was adopted emphasizing the desirability of adherence 


of these important bodies, 


while existing agreements 


promoted by the committee were renewed. 


In this connection, Mr. ¢ 
‘Agency Control” 


tustitute 


Agreement” 


A. T. 


was very semeeine. 
of London Underwriters’ 
not as a perfect instrument, but as one which 


Darby’s paper on 
He held up the 
“Agency Control 


did much to prevent foreign agents of the same company 
from competing with each other and with their own head 


office. 


Agency control by agreement was a means by 


which each market could preserve to itself its own 
business—a very desirable end. 

Mr. Walter Schues dealt at length with hull business, 
emphasizing the good effect which the British agreement 


of last May, 


by which all premiums are increased by at 


least 10 per cent. on renewal, had created in Continental 


circles. 


It was not an agreement promoted by the 


Union, but it was hoped that British underwriters were 
not disappointed with the response from the Continent 


to their invitation to participate in the movement. 


It 


is to be noted that later in the conference Mr. Schues, 
speaking on conditions in the German market, emphasized 
the difficulties which German underwriters experienced in 


this connection. 
in Germany, 


the marine 


insurance 


Owing to the interdependence of trades 


market could not 


always dictate to shipowners the rates and conditions on 
which insurances were to be effected. 


One 


very 
Schues was that a 


important announcement made by 
“No Dardanelles’ 


Mr. 


” warranty had been 


drafted, and that it was hoped to put this into effect 


in July next year. 


This 


marks the 


culmination of a 


movement which has been in existence for some time, 
for underwriters are far from satisfied with the conditions 


affecting their interest in Black Sea and Turkish waters. 
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As for reinsurance, Mr. Schues pleaded for greater 
attention to this important matter, especially with regard 
to foreign business. British underwriters had been 
known to write reinsurances of Hamburg risks with 
brokerage and discount, apparently because they were 
ignorant of the fact that in Hamburg hull business is 
written ‘“‘net absolutely.” 

It fell to Mr. J. W. Duncker, chairman of the Cargo 
Risks Improvement Committee, to deal with the British 
proposal for the universal adoption of a franchise of 
3 per cent. in all cargo policies. In a paper by Mr. H. M. 
Merriman, chairman of the Institute of London Under- 
writers, it had been shown that every head office in the 
world had been approached with regard to this project. 
It is no secret that, except from America, there had 
been strong support for the movement from abroad, but 
Mr. Duncker was cautious. Let the world market 
abolish the ‘‘average irrespective of percentage’ clause as 


a first step towards the adoption of a franchise agreement, 
and then work for the desired end. A resolution em- 
bodying this principle was readily adopted, and it is 


gratifying to learn that since the conference American 
opposition to the project has weakened. 

The discussion on reinsurance turned largely on the 
unsatisfactory state of British law. Recent decisions had 
shown that the modern marine treaty was unenforceable 
in the British courts because it was impossible to stamp 
the documents in accordance with the requirements of 
the Stamp Act. In the case of transactions between 
British and Continental underwriters this disability might 
be overcome by the British party accepting domicile in 
the country of the other party, but this is an expedient 
and not a remedy. The Marine Treaty is an essential 
factor in modern insurance practice, and yet it must 
remain an “honour” policy while the law remains 
unaltered in this country. It is not surprising that a 
resolution was adopted urging the amendment of this 
unsatisfactory law. 

So much for purely technical matters. There remains 
a residue composed of matters of wider application. In 
discussing general average there was a conflict of opinion as 
to whether it is better for underwriters to sign the average 
bond or to make a deposit. Signature may involve the 
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assumption of a liability not wholly covered by insurance ; 
the making of a deposit may involve heavy disbursements 
not readily recoverable. Opinion differed to such an 
extent-on this matter that nothing conclusive was done. 

With regard to the allowance of demurrage in general 
average, M. Léopold Dor, of Paris, waxed eloquent. The 
French Cour de Cassation had confirmed the judgments 
of lower courts by which demurrage was allowed in 
general average even though it was incurred when the 
adventure had ended. French underwriters were taking 
steps to combat this unfortunate decision, first by 
bringing another test case, and secondly by clausation. 
The question did not arise when the York/Antwerp 
Rules 1924 were the basis of adjustment; but was this 
certain? Did not Rule “C” leave open a loophole for 
the inclusion of demurrage in G.A. at the end of a voyage, 
although it was excluded during a voyage? M. Dor 
thought this might be so, despite the fact that it was 
— to the intention of the rule. It is also contrary 

» British practice, but if there is any doubt on the 
point a ruling should be sought from the courts as the 
matter is important. 

The conference was fortunate in the presence of 
Mr. F. H. Carey, claims adjuster of the London Assur- 
ance, who was there in an advisory capacity. Not only 
were his knowledge and experience invaluable in com- 
mittee, but he contributed a paper on The Hague Rules 
which should do much to swing Continental opinion 
towards the support of this code. Mr. Carey showed 
how our own Carriage of Goods by Sea Act had operated 
since its inception, "and did not attempt to minimize 
the disturbing effect of the still unconcluded ‘Canadian 
Highlander” case. Nevertheless, he showed that the 
rules were a protection against the policy of non- 
responsibility which had become apparent in shipowning 
circles in recent years, and he made out an excellent 
case for the immediate ratification of The Hague Rules 
Convention by those Governments which are signatories 
to the convention but which have yet to promote 
legislation embodying the rules. He was followed by 
Dr. Frederick Sohr, one of the general secretaries of the 
Comité Maritime International, who had excellent news 
with regard to the number of countries which were 
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actually enacting the necessary laws, and it would seem 
that at some future time there may be some measure 
of uniformity in legislation governing bills of lading. 
Dr. Sohr made a good point when he said that those 
countries which did not ratify the convention might be 
coerced by those which did, if the latter made their laws 
apply to inward as well as to outward cargoes. It is 
obvious that a country cannot allow its shipowners to 
contract out of liabilities at home when they are 
prohibited from doing so in most foreign ports. 

As for “clean” bills of lading against letters of 
indemnity, the conference was content to renew its 
previous protests against this undesirable practice, since 
the matter was to be immediately considered by the 
Paris subcommittee of the International Chamber of 
Commerce, and since the president of the Union was to 
represent underwriting opinion on the subcommittee. 
The subsequent announcement that a formula had been 
arrived at with difficulty which may enable mercantile, 
as distinct from shipping, interests to combat the evil, is 
not, however, very reassuring. 

The foregoing is, necessarily, a slight sketch of the 
important work done by a conference which was admitted 
to have been a great success. Of course, the conference 
itself is very largely a formal gathering at which the work 
done in committee during the previous week is confirmed 
and consolidated. It is during the committee stage that 
the real work is done, and it is not to be imagined that 
the unanimous adoption of resolutions in conference is 
arrived at without controversy in committee. The 
Union is, indeed, the forum of the marine insurance world 
in these days, and its proceedings can be no more free 
from dispute than any where a number of conflicting 
interests are represented. It is, however, to the very 
fact that it provides a common meeting ground for these 
conflicting interests that the Union owes its value. 
Perhaps this year there was more outspoken controversy 
and more direct opposition to various projects than has 
been the case at either of the two preceding conferences 
in which British underwriters have taken part, but this 
only means that the Union is fulfilling its proper 
function. Except on one minor point the conference 
concluded with agreement reached on every project 











MARINE INSURANCE 235 














which it had considered, and if this agreement often 
represented a compromise, why so must practically every 
agreement in which a number of different national and 
business interests are involved. 






American Insurance Affairs 
By Our New York Correspondent 


ITH the revival of stock market activity, organi- 
\\/ zation of insurance companies has been started 
again. Some had been planned earlier and 
postponed organization until conditions became more 
favourable, but others appear to be entirely new under- 
takings. Among those in process of organization is 
one pair of companies which purposes to specialize on 
aircraft insurance—one of the companies to write the fire 
insurance part of the risk, and the other to write the 
casualty. Another company is being organized by Italian- 
Americans for the purpose of writing fire and marine 
insurance on property and shipping interests of Italian- 
Americans. Several casualty and surety companies are 
being organized, one of the latest being a running mate 
of the Tokio Marine and Fire Insurance Company. 
Several of the leading casualty and surety companies are 
increasing their capital, and a number of the younger 
and less known ones are taking similar action. Altogether 
the public seems to be ready to invest in insurance 
companies of all kinds. On consecutive days two fire 
insurance companies were announced, one with $2,500,000 
assets and the other with $4,000,000. 

The established fire insurance companies are beginning 
to feel the competition of the newcomers to some extent. 
One of the largest of those organized last spring expects 
to write about $2,000,000 in premiums during the 
present calendar year. With the total fire insurance 
premiums increasing but little, if any, over those of last 
year, the older companies appear altogether likely to lose 
some business to the young ones. While that prospect 
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is unpleasant it is not causing so much concern as the 
generally disturbed conditions in the business which are 
attributed in part to the presence of so many new 
companies. It is somewhat difficult to specify just what 
this disturbance is. The general agency situation in the 
Pacific North-west continues bad. The agents and the 
companies have not reached an agreement on commissions 
in West Virginia and in two or three of the large cities of the 
East. The litigation over rates in Missouri and Kentucky 
has not yet been finally determined. The companies 
have not secured the rate advances they sought in 
Louisiana. One troublesome factor exists in one part of 
the country and another in another, but altogether the 
impression prevails that there is going to be more trouble 
than there is now. Some company officials of high 
standing say that the business is undergoing changes, 
but they do not know exactly what they are or what 
the outcome will be. 

The Eastern Underwriters’ Association, whose member- 
ship includes most of the older and larger fire insurance 
companies doing business in the eastern States, has found 
it necessary to adopt stringent measures to prevent 
agencies which have represented only affiliated com- 
panies from becoming mixed through representation of 
non-affiliated companies also. The affiliated companies 
pay agents of certain classes uniform commissions. The 
non-affiliated companies are under no obligations to 
adhere to any fixed scale of commissions, and very 
frequently they pay more than the affiliated companies 
do. If permitted in the same agencies with the affiliated 
companies they are likely to get the best of the business. 
The companies in the Eastern Underwriters’ Association 
have agreements with their agents to pay them certain 
commissions on condition that they represent only 
affiliated companies. Recently the Firemen’s Insurance 
Company of Newark and its several associated com- 
panies resigned as members of the Eastern Underwriters’ 
Association, and thus many agencies which had repre- 
sented affiliated companies exclusively have become 
mixed. Some agencies which were clear have also become 
mixed through taking the representation of one or more 
of the recently organized non-affiliated companies. The 
affiliated companies have‘now notified their agents who 
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accepted the commission scale applicable to clear agencies 
and agreed to keep their agencies clear that they must 
observe their agreements. If they are representing any 
non-affiliated companies they must give them up or, if 
they refuse to do so, their affiliated companies under the 
rules of the Eastern Underwriters’ Association will be 
obliged to retire from their agencies. It is expected that 
most agents so situated will resign their non-affiliated 
companies, though a few will probably resign their 
affiliated companies. It is believed that this decision 
of the Eastern Underwriters’ Association to enforce its 
rules will strengthen the organization materially. It has 
done so much compromising in the past that there was 
fear that it might do so again. The fact that it purposes 
to enforce discipline is taken as an indication that when 
certain important principles are involved it is going to 
stand firm. 

A controversy between the Insurance Commissioner 
of South Carolina and the Firemen’s Insurance Company 
of Newark, which has been taken into the federal courts, 
is being watched with considerable interest by the fire 
insurance fraternity. The Insurance Commissioner gave 
notice that he had revoked the licence of the Firemen’s 
to do business in South Carolina on the ground that it 
had violated the law by doing business through an agent 
who was not licensed as such by the Commissioner. The 
insurance company then secured from the federal court 
an injunction restraining the Commissioner from revoking 
its licence or interfering with its business in the State. 
Interest in the case arises largely from the fact that the 
right of an Insurance Commissioner arbitrarily to refuse 
a licence may be determined. For some years the 
National Association of Insurance Agents has opposed 
the appointment of bankers or bank employés as insur- 
ance agents. Most of the fire insurance companies have 
agreed not to make such appointments, but the Firemen’s 
has consistently refused to do so. A number of the 
commissioners are in accord with the agents on this 
point, and would refuse to license bank agents if they 
had the authority. The former Insurance COmmissioner 
of South Carolina exercised this power. Whether he was 
authorized by law to do so is a question. Last spring the 
former Commissioner issued a licence to a certain man 
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as agent of the Firemen’s Insurance Company. Later 
he learned that the man was connected with a bank 
and ordered him to return his licence for cancellation. 
He failed or refused to do so. The 1927 licences expired 
on April 1, 1928. On that date the old Commissioner 
retired from office and was succeeded by the present 
Commissioner, who did not renew the licence of the 
agent in question. The Firemen’s continued to accept 
business from the agent, and it was for this that the 
Commissioner gave notice of the revocation of the licence 
of the Firemen’s. It is expected that in this case the 
contention will be made that the Commissioner acted 
arbitrarily and without authority of law in failing to 
renew the licence of the agent because he was connected 
with a bank. 

The National Convention of Insurance Commissioners 
held its annual meeting in the last days of September 
at Rapid City, South Dakota. The sudden death of 
Commissioner John C. Luning, of Florida, a former 
president of the Convention, occurred while the com- 
missioners were on a sightseeing tour some miles from 
Rapid City, and cast a gloom over the remainder of the 
meeting. One of the subjects receiving most attention 
at the meeting was unauthorized insurance. This is one 
of the most serious problems with which insurance 
commissioners in this country have to deal. Companies 
of other States and countries do business in States to 
which they have not been admitted and thus escape 
taxation and violate the laws with impunity. For years 
commissioners have sought to suppress this business, 
but have not succeeded. They cannot prevent the 
citizens of their own States from contracting with non- 
admitted companies, as this has been held by the highest 
court to be a constitutional right of the citizen. Now 
the commissioners propose to endeavour to get each 
State to enact a law prohibiting the companies which it has 
chartered from doing business in any State to which 
they have not been regularly admitted. They have a 
long programme ahead of them, and it is doubtful if 
they will ever succeed, as there will almost certainly be 
some States which will refuse to deprive their companies 
of sources of revenue and profit derived from other 
States to whose laws they have not seen fit to submit. 








